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A new survey reveals: 


HOW TO BUY ADVERTISING 
FOR 47 CENTS ON THE DOLLAR 


You are invited to write for a free reprint from SALES MANAGEMENT 
magazine giving the results of a poll among branch and district 
managers of national advertisers on the subject of “Enthusiasm in 
the Field and its Value to a National Advertising Campaign.” 


In this survey, 194 branch and district managers of companies spend- 
ing $100,000 and up on consumer advertising answered a variety 
of questions on how their companies plan and merchandise advertising 
through salesmen and dealers. 


The district men answer questions such as: “Is your advice sought 
by the home office on advertising needs and mediums?” . . . “Have you 
been able to secure changes?” . . . “Which type of advertising seems 
most beneficial in your territory: (a) the ‘national,’ such as magazine 
or network radio? or (b) the ‘local’ such as newspaper or spot radio?” 
The respondents were also asked to place a dollar value on salesmen 


and dealer enthusiasm in a national advertising campaign. 


You can obtain the complete results of this poll by writing sALEs 
MANAGEMENT and asking for a free reprint of “How to Buy Advertis- 
ing for 47 Cents on the Dollar.” 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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A Client Writes Our Copy 


This man Barnard is pretty foxy. 


He gets his customers to write his ads, then 
when the customer blows up he has to eat his own 
words. 


I suppose he wants me to tell you how good 
he is and how efficient his organization is. 
Nuts with that! 


Trouble with a lot of tabulating people and 
researchers for that matter is they're so darned 
efficient they forget to be human. So the best 
thing I can say about the Barnard outfit is they're 
nice people to work with - we get along fine. 


Their work's good too, and we're in a position 
to know..... You see we were the first people ever 
to use IBM machines (before there was any IBM) on 
research tabulation. We ran them ourselves for 
years before there were any tabulating companies 
or any Barnard, Inc. 


So when it comes to tabulating we know what 


gives and we've got eagle eyes for tabulation 
bugs. 


On top of that we've got the toughest tabu- 
lating assignments Barnard or anyone else ever 
had. If they can make good on our stuff, they can 
make good for anyone. 


Started to say we were their first customers, 
but we're really not customers, just friends. 


The Eastman Research Organization 


BARNARD, Inc. * 93 Park Avenue - New York 16, New York 
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Textsooxs From Macmittan 


Business Cycles 
By D. Hamberg 


For college courses in business cycles, this book provides an analysis 
of various theories of the business cycle, each of which is studied 
with the same set of tools, namely, the aggregative tools of Keyneisian 
economics. A discussion of the cycles from 1919 to the present is 
thoroughly integrated with the theoretical portions of the book. 
To be published in May. 


An Outline of Advertising 
Third Edition 
| By George B. Hotchkiss 


The new third edition of this well-known text is enlarged to include 
information on new trends in advertising and techniques that have 
developed in the past decade. The broad approach that made the 
book suitable for both advertising and business students has been 
retained. $5.00 


Newspaper Advertising and Promotion 
By Leslie W. McClure 


This new book covers the operation of advertising and promotion 
departments of newspapers, from weeklies to metropolitan dailies. 
It briefly presents a case for newspaper advertising, summarizes 
the organization of advertising and promotion departments on news- 
papers of various sizes and discusses administration and operation 
of the divisions of advertising departments. $4.50 


THE MACMILLAN COMPANY 
60 Fifth Avenue New York ll, N. Y. 
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The Leading Text in the Field! 


ADVERTISING PROCEDURE | 


Fourth Edition 


By Otto Kleppner, The Kleppner Co. 


A total sale of over 200,000 copies, together with more than 300 col- 
lege and university adoptions each year, make this book by far the lead- 
ing text in the field. The 4th Edition is a fresh, up-to-the-minute presenta- 
tion of advertising principles and practices, reflecting the latest accepted 
thinking and the latest significant developments. 


The text makes a thorough reappraisal of advertising in the light 
of today’s practices and trends, with each phase emphasized according 
to its over-all importance. 


The text analyzes the various types of media, including: Newspapers, 
Magazines, Outdoor and Transportation Advertising, Direct Mail, Radio, 
and Television. 


Among newly added features: 


© Expanded chapter on Marketing Research shows the latest progress 
made in area sampling, quota sampling, and depth interviews. 


© Chapter on Copy Testing broadened and brought up to date, with 
striking examples of advertisements tested. 


® Latest information on Media, with new methods of media evaluation. 


® Special chapters on Television—its features and problems, rate struc- 
ture, audience and program research, “packaged shows,” an actual 
story board, and organization of the industry. 


® Recent evaluation studies on Outdoor Advertising. 


© Three complete advertising campaigns, published for the first time in 
any book. 


A new and original contribution to the understanding of advertising 
and its place in our economy in the chapter, “Economic and Social 
Aspects of Advertising.” 


775 pages Iustrated 6” x 9” 


7 
Please mention the JourNAL of MARKETING in writing advertisers 


THE RETAILER: THE ROLE OF MODERN 
RETAILING IN THE UNITED STATES 


By Wenzil K. Dolva, Assistant Dean, School of Business and Public Admin- 
istration, Washington University, (St. Lovis, Mo.), and Donald K. Beckley, 
Professor of Retailing and Director of Prince School of Retailing, Simmons 
College 


A basic text for general introductory courses in retailing, this book is a 
definitive analysis of the structure of modern retailing and its functions 
in the American economy. It centers on the social responsibility and serv- 
ice of the retailer to the public. Throughout, the emphasis is on why 
rather than how retailers operate and why retailing takes the form it 
does. 


Special features: explains the key activities and processes of retailing; 
relates the retail market to other phases of the social and economic 
system; defines problems and patterns of retailer-consumer interaction; 
gives modern coverage in sections treating consumer cooperatives, auto- 
matic vending, and supermarket merchandising; shows the role of re- 
tailing in the nationwide market; describes the relationships of the re- 
tailer to the producer, consumer, other retailers and the government. 
Teaching aids include: illustrations, up-to-date facts, data and review 
questions. Teachers’ manual answers questions, assigns topics and proj- 
ects, and gives suggested readings. 


Published 1950 417 pages, illustrations and graphs 5%” x 8%” 


TECHNIQUES OF RETAIL MERCHANDISING 


(based on Wingate and Brisco’s Elements of Retail Merchandising) 


By John W. Wingate, Professor of Business Administration, City College of 
the City of New York, and Elmer O. Schaller, Professor of Retailing, New 
York University 


A complete and up-to-date study of the procedural policies, techniques, 
and tools of retail merchandising. The new text is divided into four main 
parts: Profits, Pricing, Inventories, and Planning and Control. Additional 
chapters included cover profit and loss statement analysis, basic profit 
elements, the planning of sales, expense budgeting and other operations. 
The many illustrations include reproductions of merchandise forms, or- 
ganizational charts, graphs and tables. 


Published 1950 620 pages, charts & graphs 5%" x 8%" 


Send for your copies today! 
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Two experts cover Vv 
a vital aspect of farm marketing 


AGRICULTURAL MARKET PRICES 


By WarrEN C. Waite, Late of the University of Minnesota 
and Harry C. TRELOGAN, U.S. Department of Agriculture 


Based on agricultur al The authors have a firm belief that prices and marketing are so 
interrelated that they can be discussed most effectively together, 
rather than with one subject isolated from the other. For this i 
reason, every discussion in the book is based on clear-cut descrip- 
tions and analyses of the agricultural marketing system and 
methods. 


marketing system 


Coverage of price The core of this valuable book covers special features of agri- 
cultural supply and demand, price formation generally and in 
farm product markets, and agricultural product price variations 
related to time, location, and quality factors. Important material is 
covered on statistics, price analysis, money, general price level, 
factor of production prices, price control and price policy. ) 


variations 


Check these 6 features ¢ An ingenious adaptation of basic economic material to com- 
mon problems widely encountered by men in the agricultural field. 


7 An expert discussion of problems involved in wartime price 
control and regulation. 


dv Acclear treatment of futures markets and prices. 


¢ An excellent analysis of factors influencing farm real estate, 
equipment, and supplies prices. 


dv A comprehensive review of price legislation—past, present, 
and proposed—for agriculture. 


¢ A wealth of new material not found elsewhere in marketing 
or prices books. 


April 1951 440 pages 102 illus. S55 by 8 $5.25 


Send for copies on approval. 


JOHN WILEY & SONS, Inc.  440-4th Ave. New York 16, N.Y. 
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Your own research will show you 
why IBM Service Bureaus are best 


I]. Over 100 Bureaus—a great convenience and 
timesaver for firms not near the 3 or 4 largest 


Here’s why you can expect cities and for firms having many branch offices. 


and get... the most 
: . 2. Long experience in handling almost every : 
effective results from conceivable type of statistical and accounting 


turning it over 
3. Personnel with an intimate knowledge of 
to an IBM Service Bureau: methods and machines . . . backed by the 


experience of the entire IBM organization. 


4. Modern, high-speed IBM equipment, includ- 
ing the latest electronic developments. 


| For 20 years, IBM Service Bureaus have been headquarters a 
E for all kinds of statistical and accounting work. No job is ? 
too small... none too complex ...and every job is done in 
the strictest confidence. 


Questionnaire Analyses 
Sales Analyses 


Consumer Preference 
Radio and TV ®@ Payroll Records 
Housing @ Expense Distribution 
Circulation 
Public Opinion @ Personnel Studies 
Buying Power © Production Records 
Membership 
Traffic ® Many Others 


IF i INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N.Y. 


TRADE MARK 
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Announcing... 


Public Relations 


by WILLIAM A. NIELANDER, Professor and Chairman of the Department of Manage- 
ment and Marketing, Hofstra College ; and RAYMOND W. MILLER, Lecturer in Business 
Administration, Graduate School of Business Administration, Harvard University 


This book has been planned and written to meet the need for a textbook in public 
relations suitable for use in colleges. Based on the authors’ extensive experience both 
in teaching and professional counseling, it combines a treatment of the philosophy 
which is fundamental to the subject and specific explanations of its practical tech- 
niques. As its content has been thoroughly tested in the business world, the book 
assures a realistic guide to public relations in practice. Many experts in the field have 
critically reviewed chapters of the book in manuscript form, and contributed informa- 
tion based on their practical experience. 

398 pages, $5.00 


Profitable Retail Advertising 


by JOSEPH R. ROWEN, National Advertising Manager, W. T. Grant Company; and 
DONALD F. BLANKERTZ, Associate Professor of Marketing, Wharton School of Finance 
and Commerce, University of Pennsylvania 


A working reference for the profession which should also be of value to college 
students planning retail or advertising careers. Many advertisements are reproduced, 
and critically analyzed by the authors, to illustrate sound and unsound practices 
followed by different concerns in promoting a variety of products. Budgeting and 
other preparatory stages, the many problems of copywriting and design, and the 
related activities of display, selling, and promotion are all covered. A clear, straight- 
forward presentation of the essentials of retail advertising. 


120 illustrations, 265 pages, $4.00 


——“Should be Welcomed by Marketing Teachers’ 


SALES PROMOTION 


by ALFRED GROSS, Assistant Professor of Marketing ; and DALE HOUGHTON, Professor 
: of Marketing, both of New York University 


“This addition to the literature of the sales field should be welcomed by marketing teachers and 
by those actually engaged in some phase of sales promotion. . . . The authors have followed the 
recommendation of the Definitions Committee of the American Marketing Association, i.e., 
that Sales Promotion includes those sales activities which supplement and coordinate personal 
selling and advertising in order to increase their effectiveness. . . . The result of this approach 
is a very comprehensive treatment of the subject in which the authors have brought together in 
well organized form a body of information which generally has been widely scattered. . . . The 
presentation is clear and well written, a feature which will make the book attractive to college 
students and business people alike.’—-EDWIN H. LEWIS (University of Minnesota), THE 
JOURNAL OF MARKETING. 434 pages, illustrated, $5.00 


THE RONALD PRESS COMPANY 5:5 ts: 26th st., New York 10 
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THE ELASTICITY OF DEMAND FOR 
TENNESSEE GASOLINE 


LINCOLN CLARK 
University of Tennessee 


Introduction 


HE provocation for this study was 
‘Te assertion of a colleague that a 
change in the tax rate, even assuming 
an equivalent change in the price, would 
not significantly affect the quantity of 
gasoline purchased in Tennessee. His 
reason, that it is “generally known” 
that the demand for gasoline in the 
United States is very inelastic, failed, 
however, to recognize that inter-segmen- 
tal competition within a total market 
makes the elasticity of demand in a 


1 While granting them absolution of responsibility, 
the writer wishes to acknowledge the guidance of Pro- 
fessors James Buchanan and Donald Gardiner of the 
University of Tennessee, Joel Dean of Columbia Uni- 
versity, and Milton Friedman of the University of 
Chicago as well as many others. 


segment greater than in the total mar- 
ket.? This is due to the influence of the 
prices in other segments. In this study 
it has been found that the demand for 
gasoline sold in Tennessee was elastic in 
those years when the price in Tennessee 
was higher than in its surrounding 
states. This condition induced some 
Tennesseans to purchase part of their 
gasoline out of the state and some out- 
of-staters tocircumvent Tennessee. In the 
years when the price of Tennessee 
gasoline was about the same as in its 
surrounding states, its demand was 
slightly inelastic. 

The major problems in measuring the 

2 This is analogous to the different elasticities of 
demand for a firm and an industry of which the firm is a 
part. 
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elasticity of demand for Tennessee 
gasoline are how to remove the effect of 
the several factors that have caused 
the increase in the price during the 
period covered by this study, 1930-48, 


tion relative to that of the surrounding 
states. 


The Data and Their Limitations 
The data on total consumption of 


Taste I, Tora Consumption, Number or VenIcLes, Consumption Per Consumption Rarios, 
Price AND Price Ratios 1n TENNESSEE AND Its Seven SurrounpING States, 1930-48 


Tennessee Seven States 


Total Vehicles 


Consumption per 


Year sumption| Price 


gallons) gallons) 


() (2) (3) (4) 


Vehicle Tenn. 
Tenn. 
Price 
Con- Con- sumption 


sumption| Price Tenn. | 7 States || Ten. | 7 States | Ratios Ratios 
(million \($ per gal.)|\| (million \($ per gal.)\| (z,000)| (7,000) || (gals. per vehicle) 


(6) (7) (8) (9) (zo) 


1930 | 198 -1904 1,229 | .2033 368 | 2,238 539 549 -981 -937 
1931 189 -1675 1,201 .1783 351 2,069 540 580 -931 -939 
1932 | 159 - 1867 1,074 | .1930 299 | 1,850 531 581 -914 -967 
1933 169 - 1941 1,135 . 1867 312 1,916 542 592 -916 1.040 
1934 186 2008 1,276 . 2006 336 2,116 552 603 -915 1.001 
1935 200 .2100 1,391 .2050 352 2,228 568 624 -910 1.024 
1936 235 .2233 1,582 2150 381 2,426 617 652 -946 1.039 
1937 234 .2267 1,734 .2158 400 2,583 584 672 .870 1.051 
1938 249 2271 1,780 2117 399 2,561 623 |. 695 -897 1.073 
1939 254 .2288 1,906 . 2096 424 2,752 600 693 . 866 1.092 
1940 286 .2222 2,049 .2058 450 2,914 636 703 -905 1.080 
1941 339 -2193 2,388 2098 509 3,282 667 728 -916 1.045 
1942 | 315 +2013 1,955 +2240 466 | 3,073 677 636 1.064 .899 
1943 276 2173 1,652 2242 448 2,944 617 561 1.100 -969 
1944 | 275 .2190 1,741 -2240 453 | 2,962 607 588 1.033 -978 
1945 319 .2190 2,087 .2224 460 3,010 694 693 1.001 -985 
1946 416 .2226 2,854 .2223 527 3,440 790 830 -952 1.001 
1947 | 459 2445 3,122 | .2445 6or | 3,854 765 810 -944 | 1.000 
1948 | 526 2710 || 3,382 | .2718 660 | 4,213 796 803 -992 -997 


(7) Equals (1)+(5). 
(8) Equals (3)+ (6). 
(9) Equals (7)+ (8). 
(10) Equals (2) + (4). 


and how to isolate the effect of this 
adjusted price from the multitude of 
other factors that have influenced the 
sale of Tennessee gasoline. Of the several 
methods tried, the best appears to be to 
deflate the data on price and consump- 
tion per vehicle in Tennessee by those 
for the states surrounding Tennessee and 
to make a minor adjustment for the 
secular increase in Tennessee’s consump- 


Columns (1), (3), (5), (6) Public Roads Administration, Highway Statistics. 
(2), (4) The Texas Company (mimeographed, no date). 


gasoline and number of vehicles were 
from Highway Statistics issued annually 
by the Public Roads Administration 
(recently renamed the Bureau of Public 
Roads). The PRA breaks down motor 
fuel consumption into two major cate- 
gories—‘“Private and Commercial 
and “Public Use.” ‘Tennessee Con- 
sumption” in Column (1) of Table I 
represents consumption for private and 


7 
ra 
Cc 
t 
t 
H 
7 
q 
J 
} 
of 
i 
{ 


THE JOURNAL OF MARKETING 


401 


commercial highway use upon which 
taxes were paid in Tennessee, 1930-48. 
Column (3) sets forth the corresponding 
totals for the seven states surrounding 
Tennessee.? 

The term “consumption” is probably 
more accurate than “purchases” because 
the PRA has adjusted the data to esti- 
mate the gallonage for the period in 
which it was consumed, rather than the 
period in which it was purchased and the 
tax paid. Other adjustments made by 
the PRA have been to allow for losses 
from evaporation, spillage, etc., and to 
correct errors in reporting by state 
authorities. 

The data underestimate actual con- 
sumption, since, for example, the re- 
ported consumption, which represents 
taxed gallonage, does not include any 
bootleg gasoline upon which no taxes 
were paid. Inasmuch as the differential 
between the tax rate in Tennessee and 
its surrounding states has declined 
slightly since 1932, it is reasonable to 
presume that the discrepancy between 
reported and actual consumption due to 
untaxed purchases has also declined 
slightly. Although there is no known 
way to measure the amount of this dis- 
crepancy, it is believed to be insufficient 
to affect the findings significantly. The 
effect of the discrepancy would be to 
cause an underestimate of the change 
in purchases consequent to a reduction 
in the price following a drop in the tax 
rate and an overestimate of the change 
in purchases consequent to a price rise 
following an increase in the tax rate. 

3 For purposes of this study there are considered to be 
seven rather than eight surrounding states. Starting to 
the north and proceeding clockwise, they are: Ken- 
tucky, Virginia, North Carolina, Georgia, Alabama, 
Mississippi, and Arkansas. Missouri, though contiguous 
to Tennessee on the map, has been omitted because of 
the absence of any bridge crossing the common bound- 
ary on the Mississippi River. Arkansas, on the other 


hand, has been included since it is connected with 
Tennessee by a free bridge at Memphis. 


Consumption changes due to price 
changes, not resulting from tax rate 
changes, would be underestimated. 

The PRA classifies the number of 
vehicles into “Motor Vehicles,” “Trailers 
and Semi-trailers,” and “Motorcycles.” 
“Motor Vehicles” are then sub-classified 
into “Private and Commercial” and 
“Publicly Owned.” “Total Vehicles” 
in Columns (5) and (6) of Table I repre- 
sent the total number of private and 
commercial automobiles, busses, and 
trucks registered in Tennessee and its 
surrounding states. The PRA has made 
minor adjustments to put the number of 
vehicles registered on a calendar year 
basis since the motor-registration years 
of the states vary considerably. It 
has also adjusted the data for different 
state practices in registering the various 
types of vehicles, especially busses, 
taxicabs, and station wagons. Duplica- 
tions due to transfers and re-registrations 
have been removed. The data ate 
slightly exaggerated by the number of 
vehicles registered during the same year 
in two or more states but the number is 
believed to be small.‘ 

The retail prices, which include both 
State and Federal taxes, were taken 
from the price series issued by the Texas 
Company for fifty large gasoline-con- 
suming cities in the United States. Thus, 
“Tennessee Price” in Column (2) repre- 
sents the “‘averages of undivided dealer’s 
prices posted on the first of the month 
for regular grade (housebrand) gasoline 
in Memphis.” The “Seven States Price” 
in Column (4) is simply the arithmetic 
average of the prices in the seven major 
gasoline consuming cities in the seven 
surrounding states since data are not 
available to weight these prices in any 
significant way. 

The reason for using the Texaco price 


‘Public Roads Administration, Highway Statistics, 
1946, p. II. 
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SEVEN STATES PRICE 
SEVEN STATES CONSUMPTION $ 
2 PER VEHICLE 
=z 
q #700 | 160 
$ 
TENNESSEE CONSUMPTION 
7 PER VEHICLE 
1930 1933 1936 1939 1942 1948 1948 


Cuart I. Consumption per vehicle and retail price in Tennessee and its seven surrounding states, 1930-1948. 


series is purely pragmatic—no better is 
available. No way is known to estimate 
how well they represent the states. It is 
reasonable to presume, however, that 
the Texaco prices for Memphis, for 
example, are in line with other brands 


sold in Memphis and also sensitive to 
the prices in two of the adjacent states— 
Arkansas and Mississippi.® 


5 Ralph Cassady, Jr., of the University of California 
has commented that since Tennessee’s tax rate per gal- 
lon has generally been higher than in the seven states, 
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TENNESSEE PRICE RATIOS 


RATIOS 
° 


TENNESSEE CONSUMPTION RATIOS 


1930 1933 1936 


1939 1942 


1945 1946 


Cuart II. Ratios of consumption per vehicle and price in Tennessee to its seven surrounding states, 1930-1948. 


The data for 1942-45 have been re- 
tained in the study in full appreciation 
of the fact that state practices varied 
in the rigor of rationing and that war 
uses increased legitimate rations in some 
states more than others. The reasons 


perhaps more bootleg gasoline has been sold in Tennes- 
see. This would tend to make the differential between 
the actual and posted price in Tennessee greater than in 
the seven states. Compensating, however, are the 1¢ per 
gallon local tax in Birmingham which is included in the 
price representing Alabama that boosted the seven 
states’ average; and the probability that the prices 
charged by dealers in the counties bordering Tennessee, 
though lower than in Tennessee have been higher than 
in the major gasoline-consuming cities of their states. 
At any rate it must be assumed that the difference be- 
tween the actual and posted prices in the several states 
has been constant, i.e., that the posted prices fairly 
represent the actual prices, 


for their non-exclusion are presented 
later. 


Tennessee Compared to Its Surrounding 
States 


In order to remove the influence of 
number of vehicles on total consumption 
and also to facilitate comparison between 
the states, total consumption has been 
divided by number of vehicles. The re- 
sultant “consumption per vehicle” has 
risen substantially, as has the price, in 
both Tennessee and its Surrounding 
States since 1930 (see Chart I). That 
consumption per vehicle mounted de- 
spite the rising prices indicates that 
consumption has been influenced by 
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other factors than price and number of 
vehicles. 

As a step to lay bare the effect of 
price on consumption per vehicle, the 
ratios of price and consumption per 
vehicle in Tennessee to the seven states 
are shown in Chart II. In thirteen of 
the eighteen time periods, changes in 
consumption varied inversely with 
changes in the price. In four periods, 


1.100 o43 
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CONSUMPTION PER VEHICLE 


0.9000 0.9800 1.000 1.080 1.100 
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Cuart III. Relationship of ratios of consumption per 
vehicle and price in Tennessee to its seven surrounding 
States, 1930-1948. 


however, the price and consumption 
ratios both increased and in one, 1946- 
47, both fell. The negative correlation of 
the price and consumption ratios is 
more easily discerned in a scatter 
diagram (Chart III) through which the 
“least-squares” line labeled D, D» has 
been drawn. In order that D; Dz be 
significant, however, the distribution of 
the dots around it must be random 
rather than systematic. The position of 
the dots for the early years 1930-39 is 
below D; D2, while the dots for the 
later years are above. This undoubtedly 


reflects the increasing influence of factors 
other than price and number of vehicles 
that have affected the purchases of 
Tennessee gasoline more than the Sur- 
rounding States. For the purposes of a 
price-consumption study, identification 
of such factors is irrelevant but their 
collective importance, which manifestly 
has increased over the years, must be 
taken into account. This may be done 
by lumping them together into a factor 
called ‘“Time.” Then, considering Ten- 
nessee’s consumption per vehicle ratios 
as a function of its price ratios and 
“Time,” the following equation is ob- 
tained: C,,=1.846—.891 P.+.00513 T, 
where C;, represents the ratio of con- 
sumption per vehicle in Tennessee to its 
Surrounding States, Ps the ratio of 
price in Tennessee to the Surrounding 
States, and T standing for Time meas- 
ured by the number of years from 1939, 
the middle year of the series. The coeffi- 
cient of T indicates that the ratio of 
gasoline consumed per vehicle in Ten- 
nessee to that in the Surrounding 
States increased, on the average, 3 of 1 
percentage point each year from 1930- 
48. Chart IV shows the effect of the 
removal of “Time” from the data in 
Chart III. The fit of D: D, to the dots is 
now quite good.® 

There is no question about the mathe- 
matical meaning of the line D, D,; it 
simply portrays the average 
between the ratios of price and con- 


6 This is seen in the equation of D; D, which may be 
expressed as Pre 
+(.00513+.00150) T, where the figures preceded by + 
are least-square standard errors. The values .891 and 
.00513 are significant at the 1 per cent level according to 
Student’s ¢. (For the former, ¢=3.36 and for the latter, 
t=— 5.37.) 

The coefficient of multiple correlation, R=.842. 

For others who have difficulty in avoiding errors 
when making a multiple correlation analysis, the writer 
commends the Added Column Method for Computing 
Multiple Correlation Constants, by John H. Smith 
(Chicago: The University of Chicago Bookstore, 1941). 
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sumption per vehicle in Tennessee to its 
seven surrounding states independent of 
the secular trend of Tennessee’s relative 
consumption per vehicle. The real ques- 
tion is the economic meaning of D, D2; 
it depends on the meaning of the price 
and consumption ratios. They represent 
the absolute price and consumption in 
Tennessee isolated from the influence 
of all those factors that have affected 
the price and consumption in the market 
of which Tennessee is a segment, such 
as changes in number of consumers, 
changes in income, changes in con- 
sumers’ preferences towards automotive 
travel compared to other modes of 
travel, changes in the prices of other 
goods and services, changes in the value 
of money, etc.”? The effect of wartime 
gasoline rationing on Tennessee’s price 
and consumption per vehicle is also 
removed to the same extent as in the 
Surrounding States. It amounts to using 
the Surrounding States as a “bench 
mark” against which to compare Ten- 
nessee. This deflation by the average 
price in the Seven States is considered 
preferable to the more conventional 
deflators such as indices of wholesale 
or retail prices, etc., because its move- 
ment has more likely been affected by the 
same factors that affected Tennessee’s 
prices. 

Another advantage obtained from 
using price ratios in a demand equation 
is that it gives recognition to the fact 
that consumption is a function of the 
price in the total market as well as the 
price in the segment of the market 
under consideration. Question has been 
raised whether the price ratios in the 


7 While this statement is substantially correct, the 
deflator actually used was the average price for the 
Seven states surrounding Tennessee, rather than the 
Eight states including Tennessee. This was done to 
facilitate the removal of the secular change in relation- 
ship of Tennessee to the Seven States. 


demand equation in fact reflects only the 
“cross-elasticity” of demand for Ten- 
nessee gasoline, i.e., the changes in 
quantity purchased of Tennessee gaso- 
line attributable to the price in the 
Surrounding States. The answer is that 
they reflect the dependence of consump- 
tion upon both the price in the Surround- 
ing States and the price in Tennessee. 
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Cuart IV. Ratios of consumption per vehicle and 
price in Tennessee to its seven surrounding states, 1930- 
1948, adjusted for “time.” 


MEASUREMENT OF ELAsTICITY 
OF DEMAND 


A formula to measure elasticity of 
demand can be derived from the equa- 
tion of dD, Dz: 


Cu =1.846—.891P+.00513T (A) 


It is noted that Co 
or because 
the ratio of consumption in Tennessee to 
the Surrounding States (C,,) is obtained 
by dividing the consumption per vehicle 
in Tennessee (C,,) by that in the Sur- 
rounding States (C,,) and the consump- 
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tion per vehicle in Tennessee (C,:) is 
the division of the total consumption in 
Tennessee (C;,) by the number of vehicles 
in Tennessee (V;). Also, Pis=Pa:/Pasy 
since the ratio of the price in Tennessee 
(Ps) is equivalent to the actual price in 
Tennessee (Pa:) divided by that in the 
Surrounding States (P.,.). Substitution 
of these equalities in Equation (A) 
yields: 


Pa 


Now, by definition, the elasticity of 
demand with respect to price is the 
change in total consumption that would 
result from a small change in the price, 
or, 


Cu Pat Cr 
therefore, 
(C V,) ( 
ve’ Pas 


Ps 


or, 
at 
Pas 


— .891 


(C) 


Pat 
1.846—.891 sist 


Equation (C) yields coefficients that 
satisfy three different concepts of elas- 
ticity: “straight-elasticity,” “‘cross-elas- 
ticity,” and what may be called “mixed- 
elasticity.” The traditional concept of 
elasticity or “straight-elasticity” meas- 
ures the change in Tennessee consump- 
tion that would be associated with a 
change in the Tennessee price, assuming 
no change in the Surrounding States 
price. “Cross-elasticity” measures the 


change in Tennessee consumption fol- 
lowing a change in the Surrounding 
States price, assuming no change in the 
Tennessee price. “Mixed elasticity” 
measures the change in Tennessee con- 
sumption resulting from a change in 
both the Tennessee and Surrounding 
States prices. The distinction is illus- 
trated in Table II which was developed 
by evaluating Equation (C) for selected 
values of Pa, Pas and T. For example, 
the entry followed by a star (*) in the 
1948 row (—.889*) was obtained by 
substituting 7’=g since 1948 is 9 years 
after 1939, the statistical origin of the 
time series and the actual prices from 
Table I: Pa:=$.2710, P.s=$.2718, the 
ratio of which is approximately its 
columnar heading (1.00). 

The coefficient —.889 signifies that 
if in 1948 the Tennessee price had been 
higher or lower than it was, by a small 
amount, say I per cent, and the ratio 
of the Tennessee to the Surrounding 
States price had remained 1.00, the 
consumption of Tennessee gasoline would 
have changed approximately nine-tenths 
of I per cent. 

The “straight-elasticity” of demand 
at alternative prices for Tennessee gaso- 
line can be estimated by use of Table II 
(or Equation (C) ). For example, if in 
1948 the Surrounding States price re- 
mained $.2718, the “straight-elasticity” 
coefficient at the Tennessee price $.2446 
(where the price ratio is .90), is —.735; 
at $.2935, (where the price ratio is 1.08), 
is —1.034; and at $.2886, (where the 
price ratio is approximately 1.06), is —1. 

The “cross-elasticity” can be simi- 
larly estimated. For example, in 1948 
the “cross-elasticity” coefficient, when 
the Tennessee price was $.2710, if the 
Surrounding States price were $.3011 
where the price ratio is .90, is —.735, etc. 

All three types of elasticity—straight, 
cross, and mixed—change with the 
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passage of time due to the changing 
influence of consumption determinants 
other than prices. The columnar trend 
shows how the “‘mixed-elasticity” coeffi- 
cients would change if the price ratio 


elasticity” depending on whether the 
Tennessee price is assumed to fall or 
rise while the Surrounding States price 
remains constant; it is more or less than 
“cross-elasticity’’ depending on whether 


no | remains constant. For example, if the the Surrounding States price is assumed 

Taste IJ, Erasticrry Coerricients ror TENNESSEE GASOLINE AT SELECTED Price Ratios, 1930-48! 

1 | (Minus Signs Omitted) 

1 | Ratio of Price in Tennessee to Price in Surrounding States 

Year 

92 94 96 98 1.00 1.02 1.04 7.06 1.08 

y 1930 804 836 .870* -942 .980 1.020 1.060 1.104 1.149 

S 1931 .800 .832 .865* .9O0o -937 -975 1.014 1.054 1.097 1.141 

1932 -796 828 .896* 932 -970 1.008 1.049 1.091 1.135 

1933 -792 -824 .857 .891 927 .965 1.003 1.043* 1.085 1.129 

1 1934 -788 .820 -853 887 922 .960* .998 1.038 1.079 1.122 

; 1935 -785 .816 -882 .918 -955 -992* 1.032 1.073 1.116 
1936 .781 -913 -950 .987 1.026% 1.067 1.110 
1937 °777 -808 -840 -873 -908 -945 -982 1.021 1.061* 1.103 

t 1938 773 -804 836 -904 -974  1.01§ 1.055 1.097* 

1939 -770 .800 .832 .865 -935 -971 1.009 1.049 1.091* 

1940 -796 827 «930 .966 1.004 1.043 1.084* 

» 1941 .762 -792 .823 .856 .889 .961 .998* 1.037 1.078 

1942 -758* -788 .819 885 -920 -955 -993 1.031 1.072 

? 1943 -754 784 .847* .880 -915 -950 .987 1.025 1.065 

1944 -750 -780 810 -842 .875* glo -945 -981 1.019 1.059 

l 

1945 -776 -806 -838 .870* -905 -939 .976 1.014 1.053 

1946 802 866 .goo* -934 -970 1.008 1.046 
1947 -739 -768 -798 .829 861 .895* 929 -964 1.003 1.040 

1948 -736 -764 -794 -825 .857 890* .960 -997 1.035 


1 Evaluation of Equation (C) for T=o at 1939. 
* Approximate coefficients for actual prices taken from Table I. 


price ratio had been 1.00 in 1930, as it 
was in 1948, Table II indicates that the 
“mixed-elasticity” coefficient would have 
been higher than in 1948; —.979 com- 


to rise or fall while the Tennessee price 
remains constant. ‘“‘Mixed-elasticity” 
by contrast is not affected by the direc- 
tion of one price but does require the 


athe 


pared to —.889. 

The “‘mixed-elasticity” coefficients for 
1930-48 are followed by a star (*). 
While their magnitude is the same as 
for “‘straight-elasticity” and “cross-elas- 
ticity” when the price ratio is 1.00, at 
other price ratios their relative size 
depends on the assumed direction of the 
price changes of the Tennessee and Sur- 
rounding States prices. “Mixed-elas- 
ticity” is more or less than “straight- 


assumption that the other price con- 
comitantly changes just sufficiently to 
maintain the same price ratio. This obvi- 
ously can occur in an infinite number of 
ways. 

“‘Mixed-elasticity” is possibly a more 
realistic concept than either “straight- 
elasticity” or “cross-elasticity” for prac- 


tical use since “other prices” will usually 
change rather than remain constant. 
The next question to be considered is 
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Taste III. Pex Capita Income anp VEHICLES PER CaPITA IN TENNESSEE AND IN 


Rexation To Its Seven States, 1930-48 


Per Capita Income Vehicles Per Capita 
Year 
7 States Tenn. Tenn./7 States 7 States Tenn. Tenn./7 States 
(7) (2) (3) (4) (6) 
($) ($) (per cent) (per cent) (per cent) (per cent) 

1930 264 283 107 .127 -141 III 
1931 219 234 107 117 .132 113 
1932 185 185 100 104 110 106 
1933 190 190 100 -107 -114 106 
1934 252 241 96 -117 103 
1935 254 260 102 .122 126 103 
1936 292 302 103 103 
1937 294 311 106 -139 -143 103 
1938 269 280 104 -136 -141 104 
1939 284 295 104 -144 -148 102 
1940 303 317 105 .1§2 -153 101 
1941 385 107 -168 -I7I 102 
1942 516 522 .156 -159 102 
1943 628 672 107 .150 152 101 
1944 793 797 113 -154 +159 103 
1945 754 868 115 161 -164 102 
1946 786 849 108 178 -175 98 
1947 850 916 108 -199 -194 98 
1948 928 955 103 -213 .208 98 


Column (1) sets forth the total income payments to individuals in the Seven Surrounding States reported by the 
U. S. Department of Commerce divided by the population estimates of the Census Bureau. The data in column (2) 
are also U. S. Department of Commerce estimates. Column (3)= Column (2)+Column (1). Columns (4) and (5) 
are total PRA Registrations of Private and Commercial Vehicles in the Seven States divided by Census Bureau 
Total Population estimates for the Seven States. Column (6)=Column (5)+(4). 


the statistical reliability of the elasticity 
coefficients in Table II. Although each 
coefficient has a different standard 
error, it was not felt necessary to present 
them all here. As an indication of their 
reliability, the standard error has been 
computed for the coefficient in 1939 at 
the average price ratio prevailing 1930-48 
which was 1.0147. At this price ratio the 
elasticity coefficient is —.959 for which 
the standard error is .083.° 


* The method to obtain this standard error was de- 
veloped by Jacob L. Mosak. It is cited in Henry 
Schultz, Theory and Measurement of Demand (Chicago: 
University of Chicago Press, 1938), P- 774+ 

Translating to our mnemonic symbols, when the 
demand function is in the form: 


Cu=at+bPutcT 


The main purpose of this study—to 
measure the elasticity of demand for 
Tennessee gasoline—has now been com- 
pleted. It is interesting and corrobora- 
tive, but not essential to this purpose, to 
examine briefly some of the gasoline 
consumption determinants which have 
thus far been lumped together as 
“Time.” 


and the origins of the variables are taken at their 
respective means and (P;,+C;,) is evaluated at 
the point (C1, P:s, 7), Mosak’s formula is 


_ Evaluation of this formula for »= —.959, o¢,,=.062, 
and d=.891 yields o,=.083. 


# 
} 
4 
= 
: 
e 
: 
| 


THE JOURNAL OF MARKETING 


409 


1.100 


TENNESSEE CONSUMPTION PER VEHICLE RATIOS 
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TENNESSEE TRUCK DENSITY RATIOS 
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Cuart V. Tennessee’s truck density and consumption per vehicle ratios to its surrounding states, 1930-1948. 


Facrors OTHER THAN PRICE 
Effect of Income 


Income may influence gasoline con- 
sumption indirectly by affecting the 
number of gasoline-consuming vehicles 
and directly by affecting the amount of 
gasoline that vehicles consume.*® Column 


(3) of Table III shows that Tennessee’s 


® While a good case can be made that Tennessee’s 
increasingly higher income has also affected Tennessee’s 
gasoline price, there is no point in presenting the argu- 
ment since no supporting evidence was found. The 
method of investigation (suggested by Milton Fried- 
man, Professor of Economics, University of Chicago) 
consisted of plotting the price deviations from the line 
D, Dz in Chart III against Tennessee’s per capita income 
ratios to the Surrounding States. The apparent absence 
of correlation was confirmed by George Albert, As- 
sociate Professor of Mathematics, University of 
Tennessee. 
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per capita income exceeded its Surround- 
ing States in every year except 1934 
and column (6) shows that Tennessee 
had more vehicles per capita than the 
Surrounding States until 1946. These 
relationships rule out income and number 
of vehicles as possible causes of Tennes- 
see’s lower consumption per vehicle. 


Tourists 


Little information was found on the 
relative amount of tourist travel in 
Tennessee and its Surrounding States 
and even less to reflect tourist expendi- 


compared to $99,549,000 for North 
Carolina). Tennessee’s low pre-war con- 
sumption per vehicle does not, there- 
fore, appear to be due to a lack of 
tourists’ spending. 


Kinds of Vehicles 


“Consumption per vehicle” is obvi- 
ously affected by the kinds of vehicles 
that make up the “average vehicle.” The 
PRA data classifies only three kinds: 
passenger cars, motor trucks, and busses. 
In columns (7), (8) and (9) of Table IV it 
is seen that Tennessee has generally had 


IV. PercentaGe DistrIiBUTION AND RELATIVE Density oF Motor VEHICLES IN 
TENNESSEE AND Its SuRRounpD1ING StATEs, 1930-48! 


Percentage Distribution Percentage Distribution Relative Density 
in Surrounding States in Tennessee in Tennessee 
Year 
Passenger| Motor Passenger| Motor Passenger| Motor 

Cars Trucks | Busses Cars Trucks | Busses Cars Trucks | Busses 

(7) (2) (3) (4) (5) (6) (7) (8) (9) 
1930 86.1 13.7 0.2 89.4 10.3 0.3 103.8 74-9 164.4 
1931 85.9 13.9 0.2 90.0 9.7 0.3 104.8 69.6 152.9 
1932 85.0 14.5 0.5 89.1 10.5 0.4 104.8 92.9 160.6 
1933 84.6 15.2 0.2 88.9 10.8 0.3 105.1 ee 171.5 
1934 84.5 15.1 0.4 88.5 11.2 0.3 104.7 74-4 103.0 
1935 83.9 15.6 0.5 87.7 11.9 0.4 104.5 76.7 77.0 
1936 82.9 16.6 0.5 86.1 13.5 0.4 103.9 81.4 89.9 
1937 82.3 17.3 0.4 84.9 14.7 0.4 103.2 84.7 88.5 
1938 82.5 17.1 0.4 84.2 15.3 0.5 102.1 89.7 116.0 
1939 81.9 17.6 0.5 83.7 15.8 0.5 102.2 89.8 126.8 
1940 81.9 17.7 0.4 83.8 15.7 0.5 102.3 88.5 117.0 
1941 81.8 17.8 0.4 83.5 15.9 0.6 102.1 89.5 142.4 
1942 80.5 18.0 0.5 83.3 15.9 0.8 102.2 88.7 157.7 
1943 80.9 18.5 0.6 83.1 16.0 0.9 102.7 86.4 167.3 
1944 80.5 18.9 0.6 84.7 15.2 0.5 105.2 87.5 82.6 
1945 79.5 19.9 0.6 81.9 17.4 0.7 103.0 87.8 117.0 
1946 77-4 22.0 0.6 80.1 19.3 0.6 103.5 87.7 106.3 
1947 76.5 23.0 0.5 79.2 20.3 0.5 103.5 88.5 83.7 
1948 75.7 23.8 0.5 78.5 a2.t 0.4 103.7 88.6 85.5 


1 Computed from registration data in Public Roads Administration, Highway Statistics. 
? Columns (4), (5), (6) divided by Columns (1), (2), (3) respectively. 


tures on gasoline. One estimate indicates 
that in 1939 Tennessee ranked above all 
its neighbors except North Carolina in 
total tourist expenditures ($86,431,000 


proportionately more passenger cars and 


10 From table prepared by U. S. Travel Bureau and 
published in August 1941 by The Council of State 
Governments. 
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busses but fewer motor trucks than the 
Surrounding States. Tennessee’s low 
“truck density ratios,” i.e., the ratio of 
motor trucks to total vehicles in Tennes- 
see in relation to the corresponding 
ratio for the Surrounding States is 
compared with Tennessee’s consump- 
tion ratios in Chart V." The downward 
trend of the consumption ratios in the 
thirties accompanied by the upward 
trend in the truck density ratios suggests 
that Tennessee’s truck deficiency, which 
may (and undoubtedly does) account 
for part of Tennessee’s low consumption, 
decreasingly affected Tennessee’s con- 
sumption per vehicle in the thirties. 
No significant relationship between the 
two curves in Chart Vis apparent after 
1939. 

A more precise estimate of the effect 
of Tennessee’s truck deficiency on its 
gasoline consumption may be made for 
1941, the only year for which the PRA 
has published estimates of consumption 
by type of vehicle.” The Tennessee 
“consumption per vehicle” in 1941 
would have been increased by nine 
gallons from the reported 667 gallons to 
a hypothetical 676 gallons if Tennessee’s 
truck density ratio had been 100 per 
cent instead of 89.5 per cent. Inasmuch 
as the consumption per vehicle in the 


1 Analysis of the reasons for Tennessee’s low truck 
density ratios is beyond the scope of this study. It is 
probably due partly to Tennessee’s high price of 
gasoline but mostly to Tennessee’s low weight limita- 
tions on trucks. 

2 Derived from Public Roads Administration. Esti- 
mated Highway Use of Gasoline in 1941 by Types of 
Vehicle (March 1942) and the same data on registration 
used elsewhere in this study. 

18 Computed as follows: In 1941 in Tennessee the 
number of trucks was 81,022 and the total number of 
vehicles 508,983; in the Surrounding States the cor- 
responding figures were 584,084 and 3,282,437. Solving 


81,022+-X 584,084 
508,983+X 3,282,437 


X is found to be 11,615. Then, 11,615 trucks times 1,155 
gallons yields 13,000,000 gallons. This added to the re- 


Surrounding States was 728 gallons, or 
61 gallons per vehicle more than in 
Tennessee, it may be inferred that 
Tennessee’s truck deficiency accounted 
for roughly nine sixty-firsts or fifteen 
per cent of its deficiency in consumption 
per vehicle in 1941. 


War-time Rationing 


Tennessee’s greater consumption per 
vehicle than in its Surrounding States 
during the years of war-time gasoline 
rationing could be explained by a dis- 
proportionate ration allotment to Ten- 
nessee, a greater tendency on the part of 
Tennesseans to cash in their ration cards 
with in-state rather than with out-of- 
state dealers, and by the relatively lower 
prices for gasoline in Tennessee compared 
to Surrounding States during the war 
years. The rise in price in Tennessee and 
the post-rationing drop per vehicle con- 
sumption relative to its Surrounding 
States confirms the suspicion that buyers 
are very responsive to the lower gasoline 
prices in the adjacent states. 


Loss to Other States 


Further circumstantial evidence that 
the consumption of gasoline in Ten- 
nessee has suffered from the generally 
lower prices in the Surrounding States 
is that it appears to be feasible for the 
owners of about half of Tennessee’s 
vehicles to purchase their gasoline re- 
quirements in the Surrounding States." 
In addition, several trucking concerns 
operating primarily in Tennessee are 


ported Tennessee 1941 consumption of 339 million 
gallons, gives 352 million, which, divided by 520,598 
(508,983+-11,615) vehicles yields a computed consump- 
tion per vehicle of 676 gallons. 

4 Tennessee Department of Finance and Taxation, 
Motor Vehicles Division, Registration by Counties for 
1947. The 41 of Tennessee’s 95 bordering counties (ex- 
cluding the 3 counties borde1ing Arkansas but not con- 
nected with it by a bridge) accounted for 311,444 or 
50.5 per cent of the 617,186 vehicles registered in 1947. 
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known to have their garages and gasoline 
pumps over the border. Moreover, the 
writer has seen and received reports of 
many advertisements of fringe dealers 
to this effect: “Last Chance to Buy 
Before Entering Tennessee.” 

In 1941, the only year for which PRA 
estimates have been made, the purchases 
of gasoline by out-of-state registered 
vehicles accounted for only 1.1 per cent 
of the total purchases of gasoline in 
Tennessee while the purchases by out- 
of-state registered vehicles in the Sur- 
rounding States accounted for 10.6 per 
cent of the total consumption. This 
1.1 per cent is low because out-of-state 
drivers have either avoided Tennessee 
entirely or have held their purchases of 
gasoline in Tennessee to a minimum by 
stocking up before entering the state. 
The relatively high 10.6 per cent pur- 
chases by out-of-state registered vehicles 
in the Surrounding States may be 
attributed in part to the purchases of 
Tennesseans. 


APPLICATION OF THE 
FINDINGS 


There are several possible applica- 
tions of the findings and methodology 
of this study. Equation (C) has some 
value for predicting the change in 
Tennessee consumption consequent to 
future price changes. A limitation on its 
use, however, is that, while any Tennessee 
price can be assumed, it may be difficult 
to make a reasonable assumption of the 
concomitant change in the average price 
of the Surrounding States. However, this 
is probably preferable to the use of the 
traditional concept of elasticity which 
implicitly assumes no change in other 
prices. Also, the force of the Tennessee 

45 Derived from Public Roads Administration, “Esti- 


mated Highway Use of Gasoline in 1941 by Types of 
Vehicle,” March 1942. 


gasoline consumption determinants, 
other than prices, will change over a 
period of time. Such change, of course, 
would require a recalculation of the 
demand Equation (A) from which Equa- 
tion (C) was derived. Moreover, it would 
be improper to employ Equation (C) for 
prediction purposes in states other than 
Tennessee before subjecting their data to 
similar analysis. 

The findings have interesting impli- 
cations for price and tax policy. It is 
possible, with a few assumptions, to 
make rough estimates of the prices that 
would maximize the total revenue, in- 
dustry revenue, and tax revenue from 
the sale of Tennessee gasoline. 

The total revenue, meaning the prod- 
uct of the quantity sold and the retail 
price, is maximized at the price where 
the elasticity of demand is —1.'* Thus, 
for example, in 1948 the total revenue 
would have been highest if the price 
ratio had been such that the elasticity 
of demand had been —1 rather than 
—.889. Since an infinite number of 
combinations of Tennessee and Sur- 
rounding States prices would yield a 
coefficient of —1, one of them has been 
selected for illustrative purposes. As- 
suming that the average price in the 
Surrounding States remained $.2718 per 
gallon, the elasticity coefficient would be 
—1 if the Tennessee price were $.2886 
per gallon.'” In other words, a price rise 
in 1948 from $.2710 up to but not beyond 
$.2886 per gallon would have increased 
the total revenue from the sale of gaso- 
line. 

Industry revenue is defined as the 
product of the quantity sold and the 
industry supply price, which is the retail 
price exclusive of both State and Federal 

16 See Appendix. 


17 Evaluation of Equation (C) for Pa: setting 
Pas=$.2718, T=9, and n=—1. 
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tax. If the tax does not change, industry 
revenue is maximized at the price 
higher than the price at which total 
revenue is maximized by one-half the 
amount of the tax.'* For example, since 
the tax per gallon in 1948 was $.085 
($.07 State, $.015 Federal), if the Sur- 
rounding States price had remained at 
$.2718, the Tennessee price to maximize 
the Tennessee gasoline industry revenue 
would be $.2886+4 ($.085) =$.3311 per 
gallon. In other words, under the as- 
sumed conditions a rise in the price of 
Tennessee gasoline in 1948 from $.2710 
up to but not higher than $.3311 per 
gallon would increase the industry reve- 
nue. Whether or not such a price in- 
crease would be profitable, however, 
depends on the cost curve of the indus- 
try. 
If the industry supply price and the 
Federal tax do not change, a state’s 
revenue from an excise tax will be 
maximized at the price higher than the 
price at which total revenue is maximized 
by one-half the sum of the industry 
supply price and the Federal tax.!* For 
example, in 1948 when the Tennessee 
industry supply price plus the Federal 
tax was $.2010 [$.2710—$.085 (State 
tax) +$.015 (Federal tax)], if the price in 
the Surrounding States had remained 
at $.2718, the Tennessee tax revenue 
would have been maximized at $.2886+3 
($.2010) = $.3891. This suggests that a 
rise in the tax rate from $.07 up to but 
not higher than $.1881 per gallon would 
increase Tennessee’s revenue from the 
gasoline tax. Of course it is unlikely that 
a tax approaching such a high level 
could be levied without a concomitant 
change in the influence on consumption 


18 Tt is also assumed that the functional relationship 
between price and consumption is linear. For proof, see 
the Appendix. 

19 See Appendix. 


of other determinants, e.g., the number 
of vehicles probably would diminish. 
(This would change the value of the 
constants in Equation (A).) Further- 
more, it should be recognized that even 
if a state’s policy were to maximize 
total tax revenue, an increase in any 
particular tax will tend to reduce the 
revenue from other taxes. 


APPENDIX 


A proof that shows the prices at which 
total revenue, industry revenue, and tax 
revenue would be maximized, when the 
demand function is linear, follows: 


y-a 
x=——=quantity sold. 


y=a+bx=retail price (including 
tax) 
t=tax rate per unit of sale 
y—t=industry supply price (retail 
price exclusive of tax) 
xy = total revenue 
=industry revenue 
xt=tax revenue 
Now, 


From the calculus we know that the 


aye 


= 
! x,y 
t 
x 
Let 
b 
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necessary condition for the total revenue 
to be maximized is: 


d(xy) 2y—-a 
= 
dy b 


At this maximand: 


a 
Also; 
x(y—t)= (7*) (y—4) 


v—ay+ty+at 
b 


The necessary condition for industry 
revenue to be maximized, assuming the 
tax rate does not change, is: 


dx(y—t) 2y—a—-t 4 
° 


At this maximand: 


(2) 


2 2 


Finally, 


(3) xt= 


(y—a)t 
b 


but in this case it is assumed that the 
industry supply price remains constant, 
y—t=k, or t=y—k. Therefore, 


The necessary condition for the tax 
revenue to be maximized is: 


d(xt) 2y—k—a 
> 
ay b 


At this maximand: 


fo 
2 2 2 2 


A geometrical proof of these proposi- 
tions has been developed by Joan Robin- 
son in the Theory of Imperfect Compe- 
tition (London: MacMillan and Com- 


pany, 1933). 


=-—I 
ay+ak 
b b 
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MAKING MAIL SURVEYS MORE RELIABLE 


R. A. ROBINSON 
Crowell-Collier Publishing Co., 
AND 


PHILIP AGISIM 
Cowles Magazines, Inc. 


HE purpose of this article is to throw 

more light on mail surveys by show- 
ing (a) how to get a high rate of returns 
from the mailed questionnaire and (b) 
the extent to which high returns reduce 
bias in results. 

Most of the criticism of mail surveys 
has concerned itself with the problem of 
biased samples due to small returns (such 
as 10 per cent to 20 per cent). But with 
modern methods it is possible to secure 
from 70 per cent to 93 per cent returns. 
It is the authors’ belief that the whole 
question of biased samples from surveys 
made by mail needs to be re-examined in 
the light of these new techniques in mail 
sampling. 

For this purpose we start out with a 
case history—a recent example of mail 
surveys which produced a total response 
of 93 per cent. We show how these 
results were secured and then examine 
the findings critically from the stand- 
point of their reliability. 


Details of a Men’s Wear Survey 


This study was made among 5,960 
male subscribers of Collier’s during 
February, 1949. Names were selected at 
random from subscriber files, appor- 
tioned to conform to Collier’s circulation 
by states and by city size within each 
state. Because of the many questions 
asked, two separate questionnaires were 
required. Each questionnaire was mailed 
to a representative sample of 2980 men. 
Response from the two questionnaires 
was 81 per cent (questionnaire #1) 


and 79 per cent (questionnaire #2). The 
findings were printed in the report, 
“Men’s Wear—A Survey of the Collier’s 
Market.” 

Each questionnaire, an eight page 
quiz, was attractively printed with 
plenty of white space. It was accom- 
panied by a friendly note plus a twenty- 
five cent inducement. 

At the end of four weeks the combined 
response had reached 80.2 per cent. In 
the case of questionnaire #1, a record 
was kept of all persons who did not 
answer, by the device of keying each 
return. A follow-up mailing was then 
made to the non-repliers of question- 
naire #1 to find out: 

1. Whether these non-respondents were 
significantly different from the ones 
who originally answered. 

2. Whether the answers obtained from 
non-respondents to the original inquiry 
would alter the findings significantly. 


In order to get an answer from as many 
of the 578 non-respondents as possible, 
it was decided to enclose no reward, but 
to offer a premium to those who filled 
out the follow-up questionnaire. Except 
for some of the less essential questions 
on clothes-buying habits, the follow-up 
inquiry contained the same questions 
included in the original questionnaire. 

The inducement, a $1.00 gold-plated 
tie clasp (purchased by us at wholesale 
prices), brought responses from 369 
of the 578 men who had not originally 
answered (12.4 per cent of the original 
mailing). This brought the total number 
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I.—Percentacs Comparison BETWEEN 
ORIGINAL AND FoLLtow-up REsPoONDENTS 
Persona Data 


A Original 12 Percent Combined 
ge 81 Per cent Follow Up 93 Percent 


Under 26 Years 13.3 16.0 13.7 
26-35 30.2 31.4 30.3 
36-45 24.2 23.1 24.1 
46 Years & Over 32.3 29.5 31.9 


100.0 100.0 100.0 

Marital Status 
Married 86.7 85.6 86.5 
Single 10.3 11.0 10.4 
Other 3.0 3-4 g.t 
100.0 100.0 100.0 

Family Income 
Under $2,000 5.8 6.3 6.2 
$ 2,000-$2,999 16.8 22.2 17.5 
3,000- 3,999 22.6 24.1 22.8 
4,000- 4,999 19.4 18.2 19.1 
5,000- 7,499 19.8 10.7 18.5 
7500- 9,999 7-0 6.1 6.9 
10,000 & Over 8.6 12.4 9.0 
100.0 100.0 100.0 


of replies to 2766 men, 93 per cent of 
the original sample. A residue of 7 per 
cent still had not answered either 
mailing. 


Original Responses Compared to Test 
Follow-up Responses 


How did the answers of the original 
respondents compare with the follow-up 
respondents? Because of the large num- 
ber of questions included in both ques- 
tionnaires, space does not permit the 
inclusion of all data. Therefore, com- 
parisons are limited to the personal and 
ownership data shown in Tables I and 
II. However, it should be pointed out 
that in general all of the remaining data 
not published here showed remarkable 
correlation. Some differences were found 
but in practically every instance the 
difference was not statistically signifi- 
cant. 

Notice in Tables I and II how closely 


the original and follow-up groups parallel 
each other. With but few exceptions, 
any differences that do exist between the 
two are extremely small. So small, in 
fact, that the net result of the two sur- 
veys combined produces no significant 
change from the original response fig- 
ures. 

It is apparent from the data shown 
that non-respondents had very little 
effect on the answers obtained in the 
original mailing. But are the small dif- 


IJ.—Percentace Comparison BETWEEN 
ORIGINAL AND RESPONDENTS 
Suir OwNnERSHIP AND Type Data 


Original 12 Percent Combined 


Suit Type 81 Percent Follow Up 93 Percent 
Short 15.4 15.0 15.5 
Regular 55.5 56.6 55.5 
Long 22.3 20.2 22.0 
Stout 6.8 8.2 7.0 

100.0 100.0 100.0 

Suit Ownership 

(Fall 8 Winter Weight) 
One Suit 13.4 14.6 13.6 
Two 31.7 35.1 32.2 
Three 23.1 22.0 23.0 
Four 13.9 13.3 13.8 
Five 6.5 4:3 6.2 
Six 4.6 3-3 4-4 
Seven or More 4.2 3-9 4.1 
Total Owning 97-4 96.5 97-3 
Don’t Own 0.6 0.5 0.6 
Did Not Answer 2.0 3.0 2.1 

100.0 100.0 100.0 

Suit Ownership 

(Lightweight Summer) 
One Suit 30.0 jo.1 30.0 
Two 20.8 19.2 20.6 
Three 7.8 8.9 7.9 
Four 4-2 3-5 4.1 
Five 1.9 1.6 1.8 
Six 1.6 0.8 1.5 
Seven or More 0.8 1.6 1.0 
Total Owning 67.1 65.7 66.9 
Don’t Own 9.0 12.3 9.4 
Did Not State 23.9 22.0 23.7 

100.0 100.0 100.0 
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ferences that do exist between these 
groups the result of variations in the 
sampling (i.e., chance alone), or are 
they inherent differences between the 
original respondents and non-respond- 
ents themselves? If chance alone caused 
these variations then it can be assumed 
that both groups are samples of the 
same universe. If the reverse is true, 
then the assumption that the 81 per 
cent response is representative of the 
total mailing becomes a false one. 


Chi-Square Comparisons Between Originat 
and Follow-up Mailings 


In order to compare statistically the 
results of the two mailings, chi-square 
tests were made between the repliers 
and non-repliers to the original mailing. 
Table III shows the P values for each 
of the distributions found in Tables I 
and II. 

The value at or below which differ- 
ences are considered significant may be 
set at .o5. Any distribution lower than 
.0S is considered significantly different. 


Taste III.—P or Dirrerences BETWEEN ORIGINAL 
RESPONDENTS AND FoLLow-up RESPONDENTS 


P Value 
Age -49 
Marital Status .68 
Income* -09 
Suit Fit .68 
Winter Suit Ownership .60 
Summer Suit Ownership 


* In testing the chi-square of income distribution it 
was noted that most of the chi-square ratios were small 
but that the significance of the over-all value was high, 
due to two abnormally high ratios found in the $5,000- 
$7,500 and $10,000 & Over income groups. Removing 
these two “fluke” groups and testing the significance of 
the relationship between the remaining values showed a 
chi-square below the critical value of .05. 


Implications From This Test 


The preceding sections indicate that 
with high level returns the differences 
that existed between respondents and 


non-respondents were due to chance and 
not to inherent variations in characteris- 
tics of the two sub-samples. Of course the 
nature of the questions and of the uni- 
verse sampled would make a difference 
in the results. It would obviously be 
possible to ask questions that would 
“filter out,” as non-respondents, certain 
segments of the sample—segments that 
would be very different from the re- 
spondents. For most surveys, however, 
it seems safe to conclude that when 
returns reach the neighborhood of 80 
per cent, reliability is given to the find- 
ings because non-respondents would 
have little, if any, effect on the total. 


Wuy Do Nor Answer 
QUESTIONNAIRES 


Closely related to the problem of the 
effect of non-response on the findings is 
the other age-old research question of 
why some people answer mail inquiries 
and others do not. Many theories have 
been evolved to explain this failure to 
answer. Among the most common rea- 
sons presented by investigators are 
lack of interest in the subject, the un- 
responsive mood of some recipients, 
lack of understanding of the questions 
asked, suspicion of intentions, and the 
mental chore involved (especially among 
the less educated). 

The writers had an opportunity to 
verify some of these theories through 
the follow-up inquiry made to non- 
respondents. To find out why these 
people had not answered, a question 
was inserted (as the writers put it, 
purely in the interest of research) 
asking why these non-repliers had failed 
to answer the original questionnaires 
sent them. 

Results obtained from this question 
certainly do not check very closely with 
the more frequent theories given for 
failures of mail surveys. 
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Two kinds of explanations outranked 
all others among the reasons given. 
These involved either mislaying or for- 
getting about the questionnaire, or 
being preoccupied with other matters 
or absent from home at the time the 
questionnaire was received. The com- 
plete tabulation is shown in Table IV. 

Note that such reasons as “Don’t 
Answer Questionnaires” and “Not 
Interested In The Subject” play only a 
minor role in the underlying motives 
given by these people for not replying. 

In light of these findings, the impor- 
tance of enclosing an additional question- 
naire in the follow-up mailing becomes 
self-evident. 

For the most part the non-replying 
group in this study was made up of 
people whose reasons for not replying 
were the result of physical causes, 
neglect, loss, etc. There are no indica- 
tions that non-responders were to any 
significant degree of a different type 
than responders. 


Tasie IV.—Reasons Given By Non-REsSPONDENTS 
For Nor Reptyinc To OricInaL QuESTIONNAIRE 


Per Cent of Per Cent of 
Total All Non- 
Mailing Response 


Mislaid It 2.8 22.4 
Overlooked Answering 2.6 20.8 
Already Filled Out and Returned 
Questionnaire 1.8 14.8 
Too Busy At The Time 1.2 10.0 
Away From Home 1.2 10.0 
Never Received It 1.1 8.8 
Not Interested In Subject 0.5 4-2 
Don’t Answer Questionnaires 0.4 3.0 
Ill When Received 0.3 2.1 
Enjoyed Questionnaire and 
Kept It 0.2 1.2 
All Others; No Answer 0.3 2.7 
12.4 100.0 


How to Get Hicu Returns 
FROM Malt SurRvVEYS 


From this and the many other studies 


which have produced high returns for 
the authors, it is possible to formulate 
certain rules or suggestions that may be 
helpful in planning “high return” mail 
surveys. 


Preliminary Work 


First, in planning a mail survey, as in 
personal interview research, it is impor- 
tant to be well acquainted with the 
subject or field or product to be sur- 
veyed. The researcher should have at 
least as practical a knowledge of the 
industry he is studying as a lawyer 
would have in arguing his case in court 
for a client. Talk to the people most 
concerned or familiar with the problems 
and background of the job. Dig deeply 
to find out just what specific information 
will prove valuable. Discard questions 
that respondents are not competent to 
answer. And do not phrase questions in 
trade jargon. (In other words, do not 
expect laymen to be experts or ordinary 
mortals to be psychoanalysts.) 

The next step is to prepare a prelimi- 
nary list of the questions to be asked. 
The preliminary questionnaire, if it 
concerns a product, business, or industry, 
should then be turned over to experts in 
that field for their reactions, criticisms, 
suggestions, etc. 

The consumer questionnaire on men’s 
wear, for instance, was studied by lead- 
ing manufacturers of men’s clothing, 
men’s wear dealers, men’s wear editors, 
and heads of associations in that field. 


Pretesting 


To insure complete understanding by 
respondents, the questionnaire should be 
pretested among average consumers. 
This is probably one of the most impor- 
tant phases of the entire operation. It is 
here that one finds out which questions 
are difficult to answer, which ones will 
produce biased: or ambiguous replies, 
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what terms can be misinterpreted, 
whether the questionnaire is too long, 
etc. It is surprising what different terms 
there may be for the same thing in dif- 
ferent parts of the country, such as 
“soft drinks,” “soda pop,” and “tonics.” 


The Questionnaire 


In composing a questionnaire, the 
basic maxim to remember is: Make it 
easy to fill out. This means using simple 
and at the same time interesting ques- 
tions, briefly stated and easily under- 
stood. If the questionnaire is long, make 
it appear brief through the use of attrac- 
tive type, good layout, and plenty of 
open space. On this last point, one sure 
way to lessen the chances of getting a 
good response is to make it look com- 
plicated by crowding in too many ques- 
tions on a page with too little space for 
people to write. 

Dressing up the questionnaire helps 
returns. An attractively printed page 
made up on suitable stock and color 
selection gives the questionnaire more 
eye appeal. On the subject of colored 
paper stock, Professor Eastwood of 
Columbia University, made some inter- 
esting experiments and found that yellow 
colored stock will bring a higher per cent 
of return than any other color, with pink 
running second. Generally speaking, 
dark colors rank low in the scale of effec- 
tiveness, light colors rate high. 

In developing the questionnaire, a 
paramount point to bear in mind is 
that it must be designed to interest all 
receiving it. Often the subject will be of 
narrow interest, yet complete returns 
are necessary to measure the extent of 
that interest. In such instances, ques- 
tions of universal interest should be 
included first, to avoid the bias of selec- 


1R. P. Eastwood, Sales Control By Quantitative 
Methods (Columbia University Press, 1940), pp. 288- 
293. 


tivity or attracting only sorted returns. 
This is a critical point. 

An example of such bias in selected- 
group questionnaires was cited by one 


of the authors in an article in Printers’ 
Ink. 


“Tf you were merely to send a question- 
naire asking people if they owned a dog, and 
if so, do they feed him prepared dog food, 
you would certainly get back a larger return 
from dog owners than from non-dog owners. 
Therefore, the answers to the question, ‘Do 
you own a dog?’ would be artificially inflated. 
To get around that, you might ask a number 
of other questions of general interest and in- 
sert the question on dog ownership less con- 
spicuously.””? 


Proper wording and arranging of the 
questionnaire is also an important factor 
in getting individual questions answered. 
Richard Seitz? lists four important points 
to cover when designing a questionnaire. 
Briefly they are: (1) use a check list 
wherever possible, (2) make the se- 
quence of questions logical, making it 
unnecessary for the respondent to inter- 
rupt his chain of thought by jumping 
from one subject to another, (3) elimi- 
nate ambiguous questions. Do not ask 
questions that can have several possible 
answers when only one answer is being 
sought, (4) avoid leading questions. 


Premium Enclosures 


Many researchers have looked askance 
at premiums or other forms of induce- 
ments to get people to answer question- 
naires. Yet the well-chosen premium 
can mean the difference between re- 
turns of Io per cent, § per cent or even 
less, and responses of 70 per cent, 80 
per cent or even higher. A word of cau- 


2R. A. Robinson, “Five Features Helped This 
Questionnaire Pull From 60% to 70%,” Printers’ Ink, 
Feb. 22, 1946, pp. 25-26. 

* Richard M. Seitz, “How Mail Surveys May be 
Made to Pay,” Printers’ Ink, Dec. 1, 1944, Pp. 17-19. 
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tion must be sounded at the start: 
any premium which attracts a special 
class of respondents acts as a sieve to 
select a distorted sample. 

We have long used the U. S. quarter- 
dollar enclosure as an inducement for 
increasing returns—and with consider- 
able success. Response to mail inquiries 
have consistently ranged from 60 per 
cent to 80 per cent returns. Most of these 
questionnaires have been sent to maga- 
zine reader lists, but the technique has 
also proven effective when used against 
general mailing lists. 

Incidentally, we have found the quar- 
ter dollar produces about as high a re- 
turn as a dollar bill. It is not the value 
of the enclosure, but the psychology of it 
that counts. Lesser coins and stamps, 
however, have proven far less effective. 
Among the successful premiums that 
others have reported using are letter 
openers, mechanical pens and pencils, 
diaries, memorandum books, and photo- 
graph folders. Some of these would seem 
to have less than universal appeal. 

A common objection to the use of 
premiums is that it is too expensive. The 
idea of enclosing twenty-five cents in 
each questionnaire may invite criticism 
from an economy-minded management. 
Actually this technique costs less per 
return, because returns are so much 
greater that only a fraction of the normal 
mailing is required. The following exam- 
ple will show how the use of a mag- 


Typical Cost of Obtaining 1000 Questionnaires 
Using an Inducement vs. No Inducement 


With No 
25¢  Inducement 
Per cent response 70 15 
Number necessary to mail 1429 6664 
Cost of postage (at 6¢), mailing 
addressing, etc. $143 $550 
Cost of questionnaire, stationery 100 350 
Cost of 25¢ enclosure 357 
Total $600 $900 
Cost per reply 6o¢ go¢ 


netic enclosure vs. a demagnetized 
questionnaire actually brings about a 
saving in cost and, what is much more 
important, produces a more representa- 
tive sample. 


The Accompanying Letter 


The importance of the letter that 
accompanies and explains the question- 
naire cannot be overestimated. Too 
often the letter is overlooked as a factor 
in adding returns to mail surveys. Re- 
turns can be increased by the right 
kind of letter, so it is important to give 
this phase of the operation plenty of 
thought. To make up for cold paper and 
ink, the letter should be couched in 
warm, human, friendly, and very appre- 
ciative language. 


The Mailing As A Factor In Increasing 
Returns 


Most investigators will agree that a 
return envelope pre-addressed and post- 
age free means greater returns. In 
addition, the use of three-cent stamps on 
envelopes helps pull greater returns than 
those which have postage permits. 
Rather than see a perfectly good postage 
stamp wasted, many people would 
prefer answering the questionnaire. A 
postage permit does not have the same 
effect. 

In a recent test, the authors found that 
using 3¢ stamped return envelopes 
brought in greater response than postage 
permit return envelopes. In the experi- 
ment, 1500 respondents received return 
envelopes with 3¢ stamps pasted on the 
envelope, while 1500 respondents were 
mailed questionnaires with business reply 
envelopes enclosed. Returns from the 
1500 with stamped envelope group were 
73.8 per cent, compared with 66.3 per 
cent for the business reply group. It was 
a curious fact that this difference is 
largely accounted for by the replies 
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from smaller towns where postal permit 
envelopes did very poorly. In a sur- 
prising number of cases people even put 
a3 cent stamp over the government 
permit stamp. 

Another factor increasing returns is 
the use of extra postage, i.e., air mail, 
special delivery, etc. Clausen and Ford 
made some experiments among veterans 
on the use of extra postage on mail 
questionnaires. They found that among 
veterans receiving air mail special de- 
livery letters, the response was 61 per 
cent, a marked increase over the re- 
sponses from government franked enve- 
lopes. These investigators found that 
three-fifths of the responses from the air 
mail special delivery group were re- 
ceived within one week after mailing. 
On the other hand, only two-fifths of the 
franked envelopes were received in the 
same period. 

But special delivery carries the danger 
that your respondents be disturbed and 
even wakened from sleep at ungodly 
hours, with resulting irritation. We 
know of one such unfortunate case 
during war days where parents of G.I.’s 
were awakened at two o’clock in the 
morning by a special delivery question- 
naire asking whether they used paper 
doilies in the home. 


The Follow Up 


An important means of increasing 
response is through the use of follow ups 
or reminders. These are sent several 
days after the original questionnaires 
have been mailed out. The follow-up 
letter or post card may remind the re- 
spondent to return the questionnaire in 
case it has slipped his memory, stressing 
the importance of the addressee’s answer 
to the success of the survey. If possible 
an additional copy of the questionnaire 
should be enclosed, since the first may 
have been lost or mislaid. 


We have found that a follow-up 
mailing made three or four days after 
the original questionnaire has produced 
good results. Replies from such follow 
ups have pulled as high as 10 percent to 
12 per cent additional returns. 

Clausen and Ford’s experiments with 
follow ups among veterans have also 
convinced them of its importance for 
maximizing response. In their own sur- 
vey, two follow ups were made after 
intervals of from ten days to two weeks 
with remarkable results. 


Forecasting Returns 


One of the problems confronting users 
of mail surveys is determining how long 
the questionnaire should remain in the 
field before closing out the study. How 
many of the respondents can the re- 
searcher expect to hear from within 
one week after mailing, two weeks, three 
weeks, etc.? Is he jumping the gun when 
he closes out the survey at the end of 
three weeks? Does it pay to keep the 
survey open for another week or two? 

These are questions that had also 
perplexed the writers in their dealings 
with the mail technique. So, over the 
past five years, they recorded the day- 
by-day returns for a number of mail 
surveys with the hope of obtaining a 
pattern. Analysis of these day-by-day 
tabulations showed that returns did 
tend to follow a regular pattern. The 
pattern of returns was so uniform for all 
surveys that it became possible to pre- 
dict with reasonable accuracy the total 
returns that might be expected by any 
specified period after the first few days 
of incoming returns. 

The daily returns from the nine stud- 
ies analyzed are presented in Table V. 
Bear in mind that all of these surveys 
are based on mailings made to a national 
sample, mailed from New York to as 
far west as the Coast. All questionnaires 
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Taste V.—Day-By-Day Cumutative Returns or Nins Matt Surveys 
(100 Per Cent= Total Number of Questionnaires Received in Four Weeks) 
No. Days I 2 3 4 5 6 7 8 9 
After April May Fan. Nov. Dec. Sept. April Dee. Nov. 
Mailing 1946 1947 1949 1944 1944 1948 1948 1946 1947 
I — — — — 
2 -- — 1.5 7 ° 1.2 1.6 0.6 1.0 
3 0.8 2.2 7.8 7.8 6.2 3.8 6.5 
7-4 6.9 17.9 8.4 15.2 15.8 
6 46.6 43-7 32.7 41.9 48.7 
7 49.2 58.7 60.1 56.9 54.9 49.2 46.3 58.2 55.6 
8 57.6 . 69.4 69.0 69.7 57.1 §2.0 64.1 63.3 
9 71.2 ? 77-8 77-5 64.6 58.4 71.5 69.5 
10 80.9 73-4 83.5 = ” 71.7 66.0 76.0 73-4 
II 85.8 79-4 87.8 84.1 714-4 79.5 
12 84.4 91.6 87.2 ° 
13 87.8 92.5 89.8 84.8 88.3 
14 92.2 ™ 94.2 93-8 92.9 87.2 87.8 85.6 90.6 
15 93.8 ad 95.1 95.8 95-4 88.6 90.0 86.9 93.6 
16 95.0 94-7 96.1 96.4 91.5 91.8 97-3 
17 96.2 95.2 97-0 93-2 93.6 90.1 97-9 
18 96.8 96.3 97-7 95-3 90.5 “4 
20 97.8 98.3 99-3 96.4 98.8 
21 97-9 . 98.6 98.4 99-7 96.8 97-4 93-8 99.1 
22 98.4 . 99-0 99-3 99.8 97-4 97-7 94.6 99-4 
23 98.9 99.1 99.2 99.8 99-9 97-9 98.3 99-7 
24 99-4 99.2 99-4 . vl 98.6 98.9 96.9 100.0 
25 99-5 99-3 99-5 99-3 97-2 
26 * 99-5 * ** 100.0 * * . * 
28 100.0 - 100.0 100.0 _ 00.0 100.0 100.0 
Total 
Returns 2783 1417 4750 1435 1513 1948 3334 2222 673 
Per cent 
Returns i) 71 81 72 76 65 67 74 67 
* Weekend. 
** Holiday. 
Taste VI.—Errect or Later Returns Arrer 28 Day Ctosinc Date 
Date of Surve Major Subject Magazine Sex of No. of Days Additional Per Cent Added 
a Covered Surveyed Respondents* AfterClosing Returns To Total 
1. April 1946 Radios Collier’s M&F 7 26 0.7 
2. May 1947 Toiletries American M 9 7 0.4 
3. Jan. 1949 Clothing Collier’s M 6 39 0.7 
4. Nov. 1944 Food W.H.C, F 6 4 0.2 
5. Dec. 1944 Food W.H.C. F 4 6 0.4 
6. Sept. 1948 Travel American M&F 16 41 1.4 
7. April 1948 Variety American M&F 7 7 o.1 
8. Dec. 1946 Smoking Collier’s M 14 97 3.2 
9. Nov. 1947 Travel American M&F 8 7 0.7 


* M=Male; F=Female. 
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were sent first class mail East of the 
Mississippi River and air-mail West of 
the Mississippi River. Return mail on 
all surveys was first class mail. 

At the end of seven days all nine sur- 
veys showed about 50 per cent to 60 per 
cent of the total returns had come in. 
After two weeks approximately nine- 
tenths of the total had arrived. By three 
weeks, practically all of the question- 
naires were in. While additional ques- 
tionnaires continued to straggle in for 
several weeks (and in some instances 
months) after the four week closing 
date set up, their effect on over-all returns 
was negligible. (See Table VI.) 

Note the differences in subject matter 
and character of mailing list used in 
these nine surveys. 

Table VII shows the average day-by- 
day returns derived from combining 
the nine surveys. From the information 
given in this table it becomes possible 
to estimate the per cent of returns that 
might be expected from a mailing during 
any given period. Three weeks after 
mailing, nearly all questionnaires should 
be received. Within four weeks after 
mailing a mail survey can be considered 
closed as far as mail returns are con- 
cerned. 


CONCLUSIONS 


In the preceding discussion we have 
attempted to show how mail question- 
naires can be made to produce good 
samples when the survey is carefully 
planned and carried out. This involves 
(1) thoroughly understanding the prod- 
uct or field being researched, (2) com- 
posing a questionnaire that is attrac- 
tive, easy to fill out, and of interest to 
all receiving it, (3) pretesting to guard 
against respondents’ misunderstanding, 
(4) determining the kind of premium, 
enclosure, or inducement which will 
pull the maximum response, (5) develop- 


ing the right kind of letter to go along 
with the inquiry, (6) following through 
the original mailing with follow-up 
reminders. 

Proof that careful handling of mail 
surveys does pay off is shown in the 


Taste VII.—Averace Day-By-Day Cumu.aTIve 
Returns or Nine Mai Surveys 


(100 Per Cent—Total Number of Questionnaires 


Received In Four Weeks) 
No. Days 
After Mailing Per Cent 
I 
2 1.3 
3 4:9 
4 11.9 
5 26.1 
6 42.7 
7 $4.3 
8 62.8 
9 70.1 
10 75.0 
II 81.8 
12 87.7 
13 88.5 
14 90.5 
15 92.4 
16 94-7 
17 94.8 
18 95-3 
19 98.0 
20 98.1 
21 98.2 
22 98.3 
23 99.1 
24 99-3 
25 99-5 
26 99.8 
27 99-9 
28 100.0 


results obtained by the authors who 
have received consistently high returns 
from mail surveys... most of which 
have reached 70 per cent or better. 

When replies to questionnaires do 
reach the high levels of 70 per cent or 
better, it would appear from tests made 
by the authors that non-repliers may 
have little effect on the results, provided 
that the questionnaire is not of a special- 
ized or self-sorting type. 
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Research into the reasons why people 
do not answer even the well-organized 
mailing showed the major causes to be 
neglect in answering or loss of the 
questionnaire. Few people said that they 
failed to reply because of lack of interest 
or refusal to answer the questions. Such 
findings lend weight to the importance 
of a follow-up mailing with an additional 
questionnaire enclosed. 

Results of studying the day-by-day 
replies to a number of mail surveys 
revealed that returns tend to form a 
definite pattern. This pattern was so 


uniform in all surveys that it would 
appear possible to predict (within reason) 
the returns that might be expected from 
a mailing for any specified period follow- 
ing mailing. From the findings of nine 
surveys studied, it would seem that by 
the end of one week the researcher can 
expect about half of all questionnaires 
that will come in; in two weeks approxi- 
mately go per cent of the response will 
be returned; at the end of three weeks 
almost all (around 98 per cent) who will 
answer the questionnaire will have sent 
in their replies. 
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THE PRESENT STATUS OF GEOGRAPHIC 
PRICING 


DUDLEY F. PEGRUM 
University of California, Los Angeles 


HEN the Supreme Court of the 

United States in Federal Trade 
Commission v. The Cement Institute 
et al.,5 upheld the Federal Trade Com- 
mission’s cease and desist order against 
The Cement Institute et al.,? it brought to 
an end one of the major aspects of the 
basing-point controversy that took on 
its first formal pattern when the Trade 
Commission issued its order against the 
United States Steel Corporation in 1924.* 
In the latter case, the Commission 
ordered U.S. Steel to cease and desist 
from quoting for sale or selling in inter- 
state commerce at Pittsburgh Plus 
prices, and from quoting for sale or sell- 
ing upon any other basing point than the 
one where the products were manufac- 
tured or from which they were shipped. 
The order was based on the charge 
that the Pittsburgh Plus system of pric- 
ing violated section 2 (the original one) 
of the Clayton Act and section 5 of 
the Federal Trade Commission Act. 
U. S. Steel complied by setting up a 
number of basing points although this 
did not mean that it accepted the legality 
of the order. Indeed, it filed suit to test 
the matter at a later date but accepted a 
consent decree’ after the Supreme Court 
decision in the Cement case. 

The record in the Steel case and subse- 
quent studies by the Federal Trade Com- 
mission indicated clearly the opposition 
of the Commission to the basing-point 


1 333 U. S. 683 (1948). 

2 37 F.T.C. 8 (1943). 

F.T.C. 1 (1924). 

Ibid., p. 59. 

5 U. S. Steel 0. F.T.C., consent decree, U. S. Ct. of 
Appeals (3rd Circuit), Oct. 5, 1948. 


method of pricing; it indicated also the 
belief on the part of the Commission 
that such a system of pricing was the 
the result of agreement, either expressed 
or tacit. In other words, it disagreed 
with the contention that the basing- 
point system was the result of compe- 
tition unalloyed by agreement and that 
the uniformity of delivered prices was 
the consequence of the forces of compe- 
tition. 

The Commission, however, did not 
press its attack against basing-points for 
a period of thirteen years, for a number 
of reasons. In the first place, it encoun- 
tered considerable difficulty in securing 
the support of the courts for its cease 
and desist orders under both the Clay- 
ton and Federal Trade Commission 
Acts. In the second place, the Supreme 
Court had taken the position in cases 
against open-price associations under 
the Sherman Act that it did not consider 
basing-point pricing to be the result of 
collusion, nor that such pricing violated 
existing laws.® In the third place, Con- 
gress had refused to pass legislation 
designed to end the basing-point system 
of pricing.’ 


The New Attack on Basing Points 


A fundamental change in the situation 
took place in the mid-thirties. For one 


® See especially Cement Manufacturers Protective As- 
sociation v. U. S. 268 U. S. 588 (1925). 

7 See: Study of Pricing Methods, S. 241, U. S. Govern- 
ment Printing Office, Wash., D. C., 1948, p. 489. The 
Federal Trade Commission was the principal pro- 
ponent of a bill on which the Committee on Interstate 
and Foreign Commerce of the Senate held hearings, in 
the spring of 1936, but did not recommend for pas- 
sage. 
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thing, the passage of the Robinson- 
Patman Act in 1936 gave clear indica- 
tion of the intention of Congress to 
strengthen the effectiveness of the anti- 
trust laws against price discrimination 
and to give the Federal Trade Com- 
mission broader powers to deal with this 
problem. For another, the Wheeler-Lea 
Act of 1938 turned the Commission into 
a full-fledged administrative agency by 
making it an offense to disobey a cease 
and desist order after it became final.’ 
This provision, which Congress had 
refused to enact in 1914, was a recogni- 
tion of the growing importance of the 
Commission as a regulatory agency. 
Finally, the Commission had gradually 
overcome much of the hostility and 
restriction that it had encountered at 
the hands of the courts. The experience 
of the two previous decades had done 
much to clarify the legal position of the 
Commission; the latter had gained a 
better understanding of its powers and 
the limits to which it could go in ad- 
ministering the laws; and the courts 
had come to exhibit a greater respect for 
the Commission’s findings, especially on 
matters of fact and the evaluation of 
those facts.® 


7 This did not apply to the Clayton Act as amended 
by the Robinson-Patman Act but the Commission’s 
practice of charging that violations of the Clayton Act 
also constitute unfair methods of competition has the 
same effect. 

* Indeed, the Court seems now to have gone to the 
other extreme in supporting the Commission’s decisions. 
In the Cement case, for example, it even accepted the 
allegation of violation of the Sherman Act as part of 
the count against the respondents. While this was not 
the first time that this had been done, it nevertheless 
met with open challenge. The Supreme Court took the 
position that: “The Commission has jurisdiction to 
declare that conduct tending to restrain trade is an un- 
fair method of competition even though the selfsame 
conduct may also violate the Sherman Act.” (F.T.C. 0. 
Cement Institute, 333 U. S. 683, 692). To the layman, 
this seems to be an extension of jurisdiction over a law 
which Congress has not seen fit to place under the Com- 
mission. It may be argued that effective enforcement 
of the anti-trust laws warrants giving the Commission 
jurisdiction over the Sherman Act, but surely that is a 


Corn Products and Staley Cases. 
Armed with these new weapons, the 
Commission proceeded to launch an 
all-out attack on basing points. Its first 
clear-cut victory in the basing-point 
controversy came when the Supreme 
Court upheld the Commission’s ruling 
in Corn Products Refining Co. v. F.T.C.4 
The Court held that the single basing- 
point system of pricing, where the 
seller had more than one point of produc- 
tion, discriminated among purchasers 
and that this discrimination resulted in 
substantial harm to competition among 
purchasers. The Court ruled that the 
Robinson-Patman Act was designed to 
reach discriminations in their incipiency 
and that it was for the Commission, and 
not for the courts, to determine what 
weight was to be attributed to the facts 
proved or stipulated and the inferences 
to be drawn therefrom. 

On the same day the Commission was 
sustained in F.T.C. v. A. E. Staley 
Manufacturing Co.!° The Court agreed 
with the Commission’s findings that the 
Staley Company had slavishly followed 
the pricing system of Corn Products 
Refining Co. and had never endeavored 


matter for Congress rather than the courts to decide. 
Furthermore, if conspiracy is considered to be an unfair 
method of competition, then surely monopoly and at- 
tempts to monopolize can be treated similarly. If this 
be so, then only the criminal provisions of the Sherman 
Act lie beyond the jurisdiction of the Commission. 

Another example, in a similar vein was the decision 
in F.T.C. v. Morton Salt Co., 334 U.S. 37, 50 (1948) in 
which the Court held that there was a “reasonable pos- 
sibility” that the discounts which were granted might 
injure competition among buyers. Mr. Justice Jackson 
in his dissent contended that under the majority ruling 
the Commission could eliminate any quantity discount 
it saw fit to attack. 

In the light of these decisions the layman may be per- 
mitted to ask just what are the judicial limitations on 
the Commission’s powers under the present laws? Is 
there any basis upon which an appeal to the courts 
might have a reasonable chance for success, if the 
allegation is drawn with sufficient astuteness? 

* 324 U. S. 726 (1945). 

10 324 U. S. 746 (1945). 


ag 
vit 
f 
4 
| 
\ 
4 
= 
q 


THE JOURNAL OF MARKETING 


427 


to set up a pricing structure of its own. 
The Court added, however: “It does not 
follow that respondents may never ab- 
sorb freight when their factory price 
plus actual freight is higher than their 
competitor’s price, or that sellers, by so 
doing may not maintain a uniform de- 
livered price at all points of delivery, 
for in that event there is no discrimina- 
tion in price.” It is not clear from the 
opinion, however, how one is to dis- 
tinguish between slavishly following a 
competitor (what they call tacit col- 
lusion) and regularly meeting his prices 
on a competitive basis. 

The Cement Case. After the rulings 
that the single basing-point system and 
slavishly following a competitor’s pricing 
system were illegal, the abolition of the 
multiple basing-point method of pricing 
and non-base mills was but an easy step. 
This came in F.T.C. v. Cement Institute.” 
The Commission held that the multiple 
basing-point system of pricing which the 
cement industry used was the result of 
combination and conspiracy to restrain 
competition; that it, and all the prac- 
tices connected therewith, constituted 
unfair methods of competition in viola- 
tion of the Federal Trade Commission 
Act; and that it resulted in price dis- 
crimination in violation of the Clayton 
Act as amended by the Robinson-Pat- 
man Act. The Commission ordered the 
respondents to cease and desist from 
carrying out any planned course of ac- 
tion or conspiracy to quote or sell cement 
at prices in accordance with the mul- 
tiple-basing point delivered-price sys- 
tem; or from discriminating in price 
among their respective customers by 
systematically charging and accepting 
mill-net prices which differed by the 
amounts necessary to produce delivered 
costs to purchasers identical with de- 


Tbid., p. 757. 
12 333 U. S. 683 (1948). 


livered costs to such purchasers through 
purchases from other respondents.” 

The Supreme Court ruled in favor of 
the Commission on all counts and agreed 
that the respondents had employed the 
multiple basing-point system as a prac- 
tice rather than as a good-faith effort to 
meet individual competitive situations. 
This appears to mean that a seller may 
not systematically absorb freight to 
meet the price of a competitor who has 
a freight advantage, even though there 
is nO agreement among producers. Ap- 
parently, the Commission could con- 
demn such pricing as discrimination in 
violation of section 2 of the Clayton Act 
and also as an unfair method of competi- 
tion. 

That this is a reasonable interpreta- 
tion of the opinion is supported by a 
footnote by Mr. Justice Black in which 
he says: “while we hold that the Com- 
mission’s findings of combination were 
supported by evidence, that does not 
mean that the existence of a ‘combina- 
tion’ is an indispensable ingredient of an 
‘unfair method of competition’ under the 
Trade Commission Act.’ Whether 
there can be such a thing as discrimina- 
tion made in good faith to meet competi- 
tion, unless it be sporadic, is debatable 
to say the least in the light of such an 
opinion. This issue plagued the hearings 
and debates on the legislation which was 
subsequently proposed by Congress to 
deal with the matter. 

The Conduit Cases. The uncertainty 
surrounding the status of freight ab- 
sorption was accentuated by the opinion 
and order of the Federal Trade Commis- 
sion in re Rigid Stee! Conduit Associa- 
tion.” The Commission held that the 
respondents violated section 5 of the 


18 The Cement Institute et al., 37 F.T.C. 87 (1943), 
259-261. 

.C. 0. Cement Institute, 333 683, 721 (1948). 

16 38 F.T.C. 534 (1944). 
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Federal Trade Commission Act on two 
counts: count I, that by combination 
and agreement, effectuated by use of the 
basing point method of quoting prices, 
the respondents substantially restricted 
and suppressed actual competition; 
count II, that through their concurrent 
use of a formula method of making 
delivered price quotations with the 
knowledge that each did likewise, they 
unreasonably restrained price competi- 
tion between each other. 

The Circuit Court of Appeals in 
Triangle Conduit and Cable Co., Inc., 
et al. v. F.T.C2* upheld the cease and 
desist order of the Commission. The 
Court held that the Commission had 
established the conspiracy charge under 
count I, and that because the cor- 
respondents were aware of each other’s 
actions, they were guilty of violating the 
law under count II. In commenting on 
the opinion in the Cement case the 
Circuit Court said: “In the light of that 
opinion, we cannot say that the Com- 
mission was wrong in concluding that 
the individual use of the basing-point 
method as here used does constitute an 
unfair method of competition.’’!” 

What this means.in relation to spatial 
discrimination and freight absorption 
may be anybody’s guess. However, Mr. 
Walter Wooden, Associate General 
Counsel of the F.T.C., in testifying 
before the Capehart Committee in an- 
swer to a question on f.o.b. pricing said: 
“The only absolutely safe method is to 
have a non-discriminatory price. If an 
f.o.b. mill price is that, and as I under- 
stand it, it would be, it is safe.’!* This 
gives no clue whatsoever as to whether 
discrimination is lawful, or, if it is, how 

16 168 Fed (2d) 175 (1948). 

17 Tbid., p. 181. The Supreme Court divided 4 to 4 on 
the appeal and thus sustained the ruling of the lower 
court, Clayton Mark & Co. 0. F.T.C., 336 U. S. 956 


(1949). 
18 Study of Pricing Methods, op. cit., p. 248. 


a producer can be reasonably sure that 
he is not violating the law. Nor did the 
Federal Trade Commission throw any 
light on the matter in its opinion when 
it said: 


“The tendency toward price uniformity in 
a free market results from the fact that in the 
purchase and sale of units of a homogeneous 
commodity in such a market, sellers are in- 
different as to whose money they get for their 
commodity and buyers are indifferent as to 
whose commodity they get for their money. 
The systematic differences in mill nets ac- 
cepted by respondent conduit sellers violate 
the principle of indifference. It is also true 
that the law of uniform price is limited in its 
application to prices which eventuate from 
actual sales and has no application to and 
cannot explain uniformity of price quota- 
tions.””!® 


The only interpretation of this para- 
graph that can make sense is that the 
Commission is talking in terms of perfect 
competition and a perfect market. If 
this is so, there can be no such a thing 
as freight absorption, no such a thing as 
spatial competition, and no pricing pro- 
cedure except that of the auction where 
the position of any one seller or buyer is 
of no consequence whatsoever with re- 
gard to the determination of actual 
prices. The only way in which a seller 
could conform to the conditions set 
forth, so far as spatial pricing is con- 
cerned, would be to sell at f.0.b., uniform 
mill-nets. No wonder business was con- 
fused! If this was not to be interpreted 
to mean that the Commission intended 
to eliminate all freight absorption, then 
another paragraph should have been 
added to explain the significance of the 
first one in terms of real market situa- 
tions, and to indicate what departures 
from the theoretical model would not be 


19 Rigid Steel Conduit Assoc., 38 F.T.C. 534, $92 
(Par. 18c), (1944). 
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subject to legal action.2° This was not 
done. 


New Legislative Activity 


The confusion created by these de- 
velopments, as well as statements by the 
Federal Trade Commission and some of 
its staff led to a series of hearings and 
finally the introduction of a number of 
bills in Congress all of which were de- 
signed to legalize delivered pricing in 
some form or another.” The first hear- 
ings to be held were those of the Cape- 
hart Committee set up under Senate 
Resolution 241. This resolution called 
for an inquiry into existing legislation 
concerning the Federal Trade Commis- 
sion and the Interstate Commerce Com- 
mission; an investigation of the impact 
on the national economy of the policies 
of the Trade Commission as interpreted 
by the Supreme Court with particular 
relation to the basing point or freight 
equalization system of pricing; and an 
exploration of the nature and extent of 
industrial concentration in the United 
States.4 The overwhelming testimony 


20 Tt appears that the Commission’s position is that 
the supplier of a more or less homogeneous commodity 
can avoid violating the law, under either count I or 
count II, only by selling in one market. This simply 
refuses to recognize that there may be many markets 
for such commodities. As a matter of fact, it avoids the 
basic issue by failing to explain what it means by “mar- 
ket.” Moreover, if the last sentence in the paragraph 
has any application to the two counts then all “quoted 
Pricing,” as well as all prices not finally determined at 
auction, may constitute unfair methods of competition. 

*t See: Study of Pricing Methods, op. cit., pp. 419-485. 

* See: Earl Latham, “The Politics of "Basing Point 
Legislation,” Law and Contemporary Problems, Duke 
University, vol, 15, no. 2, Spring 1950, pp. 273-310. 
This is an extensively documented article on hearings, 
legislation and legislative debates on basing point 
legislation from the Cement decision down to Jan. 20, 
1950. 

* Study of Pricing Methods. Hearings before a Sub- 
committee of the Committee on Interstate and Foreign 
Commerce, 80th Cong. (2nd session) on S. Res. 241. 
Senator Capehart was chairman. 

*4 The study on concentration was postponed until a 
later date. Idid., p. 2. 


at the hearings was against compulsory 
f.o.b. pricing. (The Federal Trade Com- 
mission and the Department of Justice 
subscribed to this point of view.) How- 
ever, Mr. Walter Wooden came very 
close to arguing against freight absorp- 
tion in the statement cited above*® and 
Professor Vernon Mund took an un- 
comprising stand in favor of f.o.b. 
pricing. Although the committee hear- 
ings brought forth some pertinent testi- 
mony against compulsory f.o.b. pricing, 
they failed to offer any clue to a method 
of permitting freight absorption without 
a return to the situation that existed 
prior to the Cement decision. In other 
words, if the Cement decision did not 
compel f.o.b. pricing then the testimony 
of all the witnesses, except Professor 
Mund, was beside the point. Perhaps 
the entire purpose of the Committee 
was to build up a record against com- 
pulsory f.o.b. pricing, but a more im- 
pressive record would have been created 
if the issues that are involved had been 
explored carefully and if some of the 
difficulties of compulsory delivered prices 
had been exposed. 

The Capehart Committee set up an 
advisory council to aid it in the investi- 
gation.” In its report to the Committee, 
this council agreed unanimously that 
the anti-trust laws should not be weak- 
ened. The majority concluded, however, 
that: the law needed to be clarified re- 
garding the right of a producer to sell at 
delivered prices which yield varying 
mill-net returns and that a seller should 
be allowed to absorb or equalize freight 
in order that his prices might be com- 
petitive; such pricing should not be con- 
sidered discriminatory merely because a 
producer followed such a policy; and 
the mere knowledge that a competitor 


% Cf. footnote 18. 
% For the names of the members of the Advisory 
Council see idid., pp. 485-486. 
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was doing likewise should not of itself 
be considered evidence of collusion.?’ 

The Moratorium and O’ Mahoney Bills. 
When the new Congress met in January, 
1949, a number of bills dealing with the 
basing-point problem were introduced.”® 
One of these (S.236) was designed to 
amend the Federal Trade Commission 
and Robinson-Patman Acts by legalizing 
basing-point pricing, providing of course, 
that there was no agreement, conspiracy, 
fraud, or deception. The opposition to 
this bill resulted in the abandonment of 
it. In the meantime, another bill (S.1008) 
the Myers bill, was introduced on Febru- 
ary 17, 1949. This was the so-called 
Moratorium Bill which provided that: 
“Until the expiration of two years after 
the enactment of this Act, the Federal 
Trade Commission Act, as amended and 
the Clayton Act, as amended, shall not 
be construed as depriving individual 
companies, in the absence of conspiracy 
or combination or other agreement in 
restraint of trade, of the right to inde- 
pendently use delivered price systems 
or to absorb freight to meet compe- 
tition in any and all markets.” 

Senator Myers felt that a two-year 
moratorium would relieve business of 
the uncertainty surrounding the ex- 
isting law and permit freight absorption 
during a period in which permanent 
legislation could be drafted. He also 
thought that the pending Supreme 
Court decision in the Rigid Conduit case 
might clarify the law.?® Some strong 
opposition to the bill arose in the hear- 
ings on the ground that it would legalize 

27 C.C.H. Congressional Legislative Service, Feb. 2, 
1949. For a criticism of the composition of the Council 
see: Small Business Objections on Basing Point Legisla- 
tion, Hearings before Select Committee on Small 
Business, House of Representatives, 81st Cong. (1st 
session) on H. Res. 22, pp. 77 f. 

23 See E. Latham, op. cit., pp. 280 f. 

29 Pricing Practices—Moratorium. Hearings before a 


Subcommittee of the Committee on the Judiciary, U. S. 
Senate, 81st Cong. (1st session) on S, 1008, pp. 3 f. 


monopolistic practices that even its 
supporters condemned and that it would 
drastically weaken the anti-trust laws. 
The bill, however, was reported by the 
Senate Committee on the Judiciary and 
came up for debate on May 31, 1949. 
At the same time, however, the Supreme 
Court decision in the Rigid Steel Conduit 
case was handed down. Senator O’Ma- 
honey immediately introduced a substi- 
tute bill (S.1974) entitled: ‘““An Act to 
define the application of the Federal 
Trade Commission Act and the Clayton 
Act to certain pricing practices,” which 
was to be permanent legislation. This 
bill promptly passed the Senate as 
S.1008 in place of the measure presented 
by Senator Myers. 

An identical bill was introduced into 
the House of Representatives on June 
6, 1949. Representative Patman’s Select 
Committee on Small Business was called 
together to hear objections to the pro- 
posed legislation.*® The opposition was 
vigorous and uncompromising, and Mr. 
Patman brought this to the attention 
of the House in the debate on the bill. 
The principal amendment made by the 
House was designed to deprive respond- 
ents under the Robinson-Patman Act 
of the defense of good faith where dif- 
ferential prices to meet those of a com- 
petitor substantially lessened competi- 
tion. This not only assured a conference 
committee, but also a long-drawn-out 
legislative battle because it focused at- 
tention on the “‘good-faith” defense and 
gave the opposition in both chambers 
time to catch their breath and marshal 
their forces. The conference report of 
October 13, 1949 was agreed to by the 
House but the Senate after lengthy de- 
bate rejected it and further conference 


3° Small Business Objections on Basing Point Legisla- 
tion, Particularly §. 1008. Hearings, Select Committee 
on Small Business, House of Rep., 81st Cong. (1st 
session), H. Res. 22. 
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was called for. A new report was issued 
on March 3, 1950. Both houses finally 
passed the amended legislation, the 
House of Representatives on March 14, 
1950 and the Senate on June 2, 1950. 
The measure then went to the President 
who vetoed it on June 16, 1950.*! 

Section 1 of the bill, as finally passed 
by Congress, amended section 5 of the 
Federal Trade Commission Act by de- 
claring that: to quote or sell at delivered 
prices or to absorb freight was not an 
unfair method of competition or an 
unfair or deceptive act or practice for a 
seller who acted independently; but this 
did not make lawful any combination, 
conspiracy or collusive agreement, or 
any monopolistic or fraudulent practices 
involving the use of delivered prices or 
freight absorption. 

Section 2 of the bill amended section 
2(a) of the Clayton Act by declaring 
that it shall not be an unlawful dis- 
crimination in price for a seller, acting 
independently: “(a) to quote or sell at 
delivered prices if such prices are identi- 
cal at different delivery points or if 
differences between such prices are not 
such that their effect upon competition 
may be that prohibited by this section; or 
(b) to absorb freight to meet the equally 
low price of a competitor in good faith 
(except where such absorption of freight 
would be such that its effect upon compe- 
tition will be to substantially lessen compe- 
tition), and this may include main- 
tenance, above or below the price of 
such competitor, of a differential in 
price which such seller customarily 
maintains.” (Italics supplied.) 

Section 3 constituted a complete re- 
writing of section 2(b) of the Clayton 
Act. It read as follows: “Upon proof 
being made, at any hearing on a com- 


Cong. Record, vol. 96, no, 119, June 16, 1950, pp. 
8844-45. 


plaint under this section, that there has 
been discrimination in price the effect 
of which upon competition may be that 
prohibited by the preceding subsection, 
or discrimination in services or facilities 
furnished, the burden of showing justifi- 
cation shall be upon the person charged 
with a violation of this section, and 
unless justification shall be affirmatively 
shown, the Commission is authorized to 
issue an order terminating the discrimi- 
nation: Provided further, that a seller 
may justify a discrimination by showing 
that his lower price or the furnishing of 
services or facilities to any purchaser or 
purchasers was made in good faith to 
meet an equally low price of a com- 
petitor, or the services or facilities 
furnished by a competitor and this may 
include the maintenance above or below 
the price of such competitor, of a differ- 
ential in price which such seller custom- 
arily maintains, except that this shall 
not make lawful any combination, con- 
spiracy or collusive agreement; or any 
monopolistic, oppressive, deceptive or 
fraudulent practice.” 

Section 4 defined “price,” “delivered 
price,” “absorb freight” and the term 
“effect may be” stating that the latter 
“shall mean that there is reasonable 
probability of the specified effect.” (Ital- 
ics supplied.) 

It is impossible to tell, by reading the 
bill, the conference reports or the con- 
gressional record, what this legislation, 
as passed by Congress, meant. It seems 
clear, however, that section I was in- 
tended to legalize the basing-point sys- 
tem (if this is not based on collusion or 
conspiracy and is possible without it) 
as well as other forms of pricing which 
involved freight absorption. Section 2 
was designed to exempt these pricing 
methods from attack under the Robin- 
son-Patman Act. Originally, this section 
was also probably intended to change 
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the rule of the Standard Oil (Ind.) case® 
in which the Court of Appeals (Seventh 
Circuit) held that good-faith competition 
was not a defense where the effect would 
be to lessen competition.® If this was an 
objective it failed of achievement be- 
cause of the addition in the final bill of 
the proviso “except where such absorp- 
tion... lessen competition,” included 
in italics above. The purpose of section 
3 was to make good faith a full defense 
to a charge of price discrimination, in 
place of the previous rebuttal of a prima- 
facie case, but whether the wording 
made it consistent with section 2 is an 
open question. The defining in section 4, 
of the term “the effect may be” as 
“reasonable probability” was to restore 
the legal doctrine in effect prior to the 
decision of the Supreme Court in the 
Morton Salt Case.* 

There can be little doubt that the 
supporters of the legislation in Congress 
intended to curb the power of the 
Federal Trade Commission as mani- 
fested in the decisions upheld by the 
Supreme Court since the Cement Case. 
The arguments of the proponents, there- 
fore, that they intended to strengthen 
the anti-trust laws were not nearly as 
convincing as those of the opposition.* 
Furthermore, the statement of Senator 
O’Mahoney that: “This measure does 
not make lawful anything that is now 
unlawful. It merely restates existing law 
in a manner that will remove all doubts 
from the minds of honest business man- 
agers that they may competitively enter 


% Standard Oil Co. v. F.T.C., 173 Fed (2d), 210 (1949), 
upholding 41 F.T.C. 263 (1946). 

%3 See Union Calendar, no. 353, House of Representa- 
tives, 81st Cong., Ist session, report no. 869, p. 6. 

34 Thid., p. 6. 

% The most thorough-going and bitterly contested 
debates were in the Senate where the issue was really 
fought out. Senator Paul Douglas carried the principal 
burden of the opposition. See Cong. Record, Mar. 31, 
1950, Pp. 4531-4573; May 25, 1950, pp. 7853-7864; 
aod 26, 1950, pp. 7882-7922; June 2, 1950, pp. 8047- 

5. 


the national business field by the use of 
lawful delivered pricing and lawful 
freight absorption,’ would be of little 
comfort to business men, unless it could 
be assumed that they knew what was 
lawful. But this, presumably, was the 
crux of the whole controversy. In none 
of the cases which formed the bone of 
contention did the Commission fail to 
charge conspiracy and collusion, and the 
Supreme Court sustained the findings. 
If Senator O’Mahoney’s contention was 
correct, the rulings in the cases would 
still stand. Only if the Supreme Court 
changed its idea of what constituted 
conspiracy or collusion, or if the Court 
granted less leeway to the Commission 
on the weighing of facts would his re- 
marks hold.* 

The Presidential Veto. The measure 
would not, as its supporters argued, 
have clarified the antitrust laws and 
removed the legal uncertainties resulting 
from recent decisions. Instead, new un- 
certainties would have replaced, or 
added to, the existing ones and a pro- 
tracted period of litigation with quite 
unpredictable results would have been 


% Cong. Record, May 26, 1950, p. 7915. 

31 These remarks do not apply to the Morton Salt 
Case because of the defining of the term “the effect may 
be” to mean “reasonable probability.” Nor are they 
applicable to the Standard Oil (Ind.) where the issue was 
the “good faith” defense. The Supreme Court granted 
certorari in this case 338 U. S. 865 (1949). The legisla- 
tion, as passed, was presumably intended to restore good 
faith as a complete defense but probably would not have 
done so because of the apparent contradictions between 
sections 2 and 3. It would have been ironical if the legis- 
lation had finally become law, and the Supreme Court, 
passing upon the Standard Oil Case under the old law, had 
held good faith to be a complete defense. The new law 
would have then accomplished just what its supporters 
were trying to prevent—because it would, presumably, 
have eliminated the “good-faith” defense. This, how- 
ever, is just one further illustration of the confusion 
which surrounded congressional efforts. The most 
plausible explanation of the attempt to amend the 
Robinson-Patman Act was that it was designed to pre- 
vent the Commission from doing under the Robinson- 
Patman Act what it would have been unable to do under 
section 5 of the Federal Trade Commission Act as it was 
to be amended. 
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inevitable. President Truman in his 
veto message summed this up accurately 
when he said: 


It is obviously desirable for laws to be 
as clear as possible. After careful study, 
however, I am convinced that the bill would 
not achieve the clarification which is desired. 
Instead, through the introduction of new and 
uncertain legal terminology, and through its 
confusing legislative history, the bill would 
obscure, rather than clarify, the law. As a 
result, it would make it more difficult for 
businessmen, administrative agencies, and 
the courts to understand and apply the legal 
safeguards against monopoly and unfair com- 
petition. Moreover, the bill contains provi- 
sions which might be interpreted, after 
protracted litigation, to impair the effective- 
ness of the antitrust laws... . 

“When reasonable and informed men arrive 
at such widely divergent interpretations of a 
piece of legislation as in this case, it is im- 
possible to predict the direction which future 
court decisions would take. Even if all in- 
terpretations served to maintain full pro- 
tection under our anti-trust laws, the inter- 
vening period of uncertainty might jeopard- 
ize enforcement of the laws for a decade or 
more. But the fact is that these interpreta- 
tions, when they came, might necessarily 
weaken the present laws. I am convinced, 
therefore, that the enactment of S1008 would 
not be in the public interest.’’** 


The President’s message was an ex- 
pression of the principal basis of the 
opposition to the bill that was voiced in 
Congress, but unfortunately, the op- 
position gave no more indication of “the 
clarification which is desired” than did 
the supporters of the measure. The 
whole affair was an exhibition of “con- 
fusion worse confounded” emphasizing 
in particular the difficulty of regulation 
by legislation. That the present status 
of the anti-trust laws, as administered 
by the Federal Trade Commission and 
interpreted by the courts is confusing 
and unsatisfactory is all too evident, 


88 Cong. Record, June 16, 1950, pp. 8844-8845. 


but to attempt to remedy this situation 
by detailed legislative prescription of 
legal pricing practices would go far to 
undo the endeavors that have been made 
in this country to develop the regulatory 
process through administrative com- 
missions which presumably are equipped 
to develop economic policy in a way 
not open to the courts. The way out of 
present difficulties does not lie in that 
direction. 


Summary—Conclusions 


Down to 1936 the Federal Trade 
Commission was thwarted in its at- 
tempts to deal with basing points and 
unreasonable spatial price discrimina- 
tion. It was blocked by the defense that 
they were solely the result of competition 
and by the rigid requirements of proof 
to the contrary which the courts de- 
manded. The passage of the Robinson- 
Patman and Wheeler-Lea Acts broke 
the old line of defense and opened the 
flood gates. The Robinson-Patman Act, 
by limiting differential pricing even if 
justified by cost if it injured competition, 
and the Wheeler-Lea Act, by making 
injury to the consumer a sufficient basis 
for declaring a practice to be an unfair 
method of competition, made a legal 
defense of some pricing practices prac- 
tically impossible.** 

The Commission opened its new 
assault on basing points and price dis- 
crimination by throwing everything into 
the allegations and evidence, and the 
courts responded by accepting all of it. 
Possibly even the Commission was 
surprised by the results; it had probably 
asked for a good deal more than it had 
expected to get. Unfortunately, the 
Commission swept away practically all 
of the bench marks by which business 
could gauge whether its practices were 
legal or not (except to have no freight 


% This will be especially so if the Standard Oil (Ind.) 
Case is upheld by the Supreme Court. 
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absorption); and still more unfortunate- 
ly, the courts erected this into law by 
upholding the Commission’s actions. 
Good law requires reasonably ascertain- 
able standards of what constitutes illegal 
conduct and neither the courts nor the 
Commission have supplied these in 
recent cases.*° 

The greatest source of the difficulty 
in the present situation seems to be 
that the Commission’s orders were too 
sweeping. In endeavoring to end the 
basing point system and the collusion on 
which it was alleged to be based, the 
Commission tried to plug every loophole 
of escape.“t Such an approach neces- 
sitated opinions and orders that were 
too sweeping. It would have been much 
better had the Commission attacked 
specific evils and manifestations of the 
basing point system. Thus, it could 
have prohibited the use of freight books 
and other similar devices that facilitated 
common action. It could have required 
every producer to quote f.o.b. prices as 
well as delivered prices to all buyers. In 
other words, it could have ended com- 
pulsory delivered prices and made them 
optional with the buyer, thereby giving 
the latter the opportunity of accepting 
delivered prices or of securing the prod- 
ucts f.o.b. and selecting his own trans- 
port. The adoption of such proposals as 
these would lessen the monopoly powers 
of the seller and his opportunity of 
controlling the market. The real objec- 
tion to basing points and delivered 
pricing is the limiting of the option of 
the buyer by the fiat of the seller. It is 
doubtful that basing points can be 
eliminated without eliminating com- 
pulsory delivered pricing or that compul- 

40 Perhaps this is not so much because of what the 
Commission intended to do as because of the language 
in which the opinions and decisions were couched. 

41 Perhaps there was a strong feeling that all freight 


absorption was undesirable, although it is not possible 
to say that this was so from the decisions and releases. 


sory delivered pricing has any force 
without basing points, at least if it is 
systematic. But delivered pricing at the 
option of the buyer is quite another 
matter! 

The opposition to basing points and 
freight absorption rests on the ground 
that it is discriminatory pricing and that 
discrimination should be eliminated.” 
It is unrealistic to assume that dis- 
crimination can be eliminated or com- 
pletely detected.“* It is unreasonable 
discrimination that is the problem. The 
circumstances under which discrimina- 
tion is unreasonable involves a con- 
siderable element of personal judgment, 
and the decision as to where it is to be 
prohibited requires the exercise of dis- 
cretion by the public authority, but 
there seems to be no good reason why 
spatial discrimination should be more 
objectionable than other forms of dis- 
crimination. The opposition to system- 
atic as contrasted with unsystematic 
discrimination is unconvincing because 
much of the pricing by industry has to 
be systematic and the prices somewhat 
stable. Price policies cannot give way to 
auctions. Quantity discounts have to be 
systematic, and if there is any dis- 
crimination in them it will frequently 
be systematic. The relevance of the 
distinction between them and spatial 
discrimination is hard to understand. 
Moreover, if systematic freight absorp- 
tion is to be outlawed, firms can resort 
to branch plants and/or distribution 
centers and price from them.“ The de- 
tection of freight absorption under such 


4 See Fritz Machlup, The Basing-point System 
(Philadelphia: Blakiston Co., 1949), p. 184; also Mund 
in Study of Pricing Methods, op. cit., 1264-1347. 

43 See D. F. Pegrum, The Regulation of Industry 
(Chicago: Richard D, Irwin, Inc., 1949), pp. 86-95; 
106-117. 

44 Such pricing would be legal according to Mr. W. 
Wooden, Associate General Counsel, F.T.C. See Study 
of Pricing Methods, op. cit., p. 710. 
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circumstances would be difficult: at any 
rate it would involve detailed investiga- 
tion and detailed price-fixing. 

The elimination of the good-faith 
defense for price discrimination (if this 
is upheld by the Supreme Court) would 
impose severe limits on price competition 
that might well eliminate much price 
competition altogether. The approach 
to the problem in this case seems to 
_confuse injury to competition and in jury 
"to competitors. Competition is bound 
to bring some injury to competitors for 
by this process those unable or unwilling 
to compete are eliminated from the field. 
If injury to competitors is the focus of 
attention then public policy based on 
that premise is based on the idea of 
keeping everyone in business. Such a 
policy would place the detailed decisions 
of differential pricing squarely in the 
hands of the Federal Trade Commission. 
It would be but one short step from this 
to price regulation as carried out in 
transportation and public utilities. 

In the light of the foregoing discussion 
one may ask the question: How can the 
present situation be rectified? The courts 
have declared the law and the Federal 
Trade Commission cannot change this 
although it could announce its policies 
in a way that might clarify the existing 
situation, removing some of the uncer- 
tainties and easing some of the rigidities 
that apparently have emerged as the 
result of recent decisions. Such action 
by the Commission could not assure 
adherence to the policies thus announced 
by a future Commission because the law 
would still reside in the court decisions 
that have already been made and a 
future Commission could return to the 
law as it stands whenever it decided to 
do so. However, the Federal Trade 
Commission could formulate its policies 
carefully and present them to Congress 


* See D. F. Pegrum, op. cit., p. 117. 


as a basis for revising existing legisla- 
tion. If such a procedure resulted in 
legislation that limited the scope of 
existing court decisions, that should not 
be subject to the criticism that Congress 
was trying to tell the courts how they 
should decide cases“ because it would 
be changing existing statutes, as they 
have been interpreted, in order to give 
more precise expression to public desires 
on public policy. If the law were set up 
in such a way that the Trade Commis- 
sion could make a fresh start, by elim- 
inating specific practices connected with 
basing points and price discrimination, 
more flexibility would be introduced 
into the law than existed prior to the 
present cases and more certainty than 
now exists. If that is not done there is 
grave danger that Congress will enact 
legislation designed to permit freight 
absorption that will readmit basing 
point pricing in a way that will be very 
difficult to eradicate. This was the real 
danger of S1008 which opponents clearly 
detected. 

One final point needs to be made in 
connection with the revision of the anti- 
trust laws that recent decisions suggest. 
The Trade Commission has definitely 
extended its authority to embrace a 
good deal that is comprehended by the 
Sherman Act. This may be all to the 
good,*? but this should be for Congress 
rather than the Commission or the 
courts to decide. What is now needed is 
a thorough-going re-examination of the 
anti-trust laws both on substance and 
on procedure of enforcement. Piecemeal 
patching on basic issues may do more 
harm than good, as would probably 
have been the case had S1008 become 
law. 


46 This was the implication of many of the remarks 
made by the opponents of S1008 during the heated 
debates in the Senate. 


7 See D. F. Pegrum, op. cit., especially pp. 473-478. 
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WEATHER’S EFFECT ON THE SALES OF A 
DEPARTMENT STORE 


A. T. STEELE 
Drake University 


RECENT study! was made of the 
A effect of daily weather on the daily 
total store sales and the daily sales of 
three departments of Younker Bros., 
Inc., Des Moines, Iowa. The period 
covered in the study was the seven 
weeks before Easter, 1940-48 inclusive. 
In this article only the relationship 
between the weather and the total sales 
of the store will be discussed. 

Many studies have been made of the 
effects of weather on various kinds of 
business activity in recent years. Studies 
have been made of weather’s effect on 
gas consumption, electrical consump- 
tion, agricultural production, electrical 
power failures, etc. But little has been 
done on the subject of weather’s effects 
on the retail sale of merchandise. 

Weather affects gas consumption 
mainly through the effect of temperature 
on people. In cities in which gas is used 
for household heating the relation be- 
tween temperature and gas consumption 
is rather obvious. The relation between 
gas consumption and humidity and wind 
velocity is not so apparent but there 
probably is one. With respect to elec- 
trical consumption, cloudiness as well as 
other weather elements affect consump- 
tion. When the sky is overcast and the 
clouds are thick people will turn on 
their lights. Agricultural production is 
affected by many weather elements, but 
the time and amount of precipitation are 
probably the most important to most 
crops. 

1 “Weather as a Determinant of Marketing Strategy: 


A Department Store Case Study,” unpublished Ph.D. 
dissertation by the writer (University of Iowa, 1950). 
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In the cases of gas consumption, elec- 
trical consumption, and agricultural 
production the relation with some onc 
or more weather elements is rather evi- 
dent. How weather affects the tota' 
sales of a retail department store is not 
so clear. It is conceivable, however, that 
weather might affect the sales of a retail 
store in the following ways: 

1. The weather could be of such a 
nature that it is for one reason or another 
uncomfortable to go to the store. 

2. The weather could produce situa- 
tions that would physically prevent people 
from going to the store, as in the case of 
snow drifts over roads and streets. 

3. Weather may have psychological 
effects on people that may change their 
shopping habits. 

4. Some kinds of merchandise may be 
more desirable during a period in which 
certain types of weather prevail. 

In the study no attempt was made to 
ascertain the extent to which one or the 
other of the above four factors affected 
sales. Weather was correlated with sales 
(on a daily basis) and the extent of cor- 
relation was calculated. 


METHODOLOGY 


Since sales and the weather can be 
expressed quantitatively it was decided 
that a multiple regression equation re- 
lating sales and the weather should be 
developed. The dependent variable is 
sales and the independent variables are 
whatever weather variables are needed 
adequately to express the weather situa- 
tion. 
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Rectification of Sales Data 


Department store sales during the 
seven weeks before Easter (hereafter 
called the Easter Season) vary as be- 
tween weeks and as between days be- 
cause of shopping habits. Therefore, it 
was first necessary to correct the sales 
data for seasonal variation. The cor- 
rection for daily and weekly variation 
was done by the percentage of moving 


. totals method described in Croxton and 


Cowden, Practical Business Statistics.? 
Correction for trend was accomplished 
by dividing the resulting figures (i.e., 
after correction for daily and weekly 
variation) by figures proportional to the 
average daily sales for the calendar year. 
The resulting figure was called rectified- 
daily-store sales or more briefly rectified 
sales.* 


Rectification of Weather Data 


In the study, the following weather 
elements were used to describe the 
weather situation: (1) the amount of 
precipitation between 6:00 a.M. and 
6:00 P.M.; (2) the depth of snow cover 
at 6:30 P.M.; (3) temperature at 12:30 
P.M.; (4) wind velocity between 12:00 
NOON and 1:00 P.M. and, (5) the amount 
of sunshine during daylight hours (as a 
percentage). Since the relationship be- 
tween three of the individual weather 
variables and rectified sales is not linear 
it was necessary to rectify* them. 


* New York: Prentice-Hall, Inc., 1938, pp. 292 ff. 

3 The term “rectification” is here used to denote the 
total process of correcting data for seasonal and trend 
variation. It follows the usage of Joel Dean, “Depart- 
ment Store Cost Functions,” Studies in Mathematical 
Economics and Econometrics, Edited by Oscar Lange, 
Francis McIntyre, Theodore O. Yntema (Chicago: 
University of Chicago Press, 1942), pp. 228 ff. 

4“ |. many of the functions that fit empirical data 
can be expressed, by a change of variable, in linear form. 
From the given table, a new table may be computed for 
the new variables, and the data in the new table are 
then said to be rectified.” Frederick A. Ficken, “Me- 
teorological Mathematics and Calculations,” Handbook 


The snow-cover and sunshine data 
were not rectified; the other three were. 
Modifying (by statistical methods) the 
formulas defining the cooling-power of 
the air developed by many students 
during the past thirty-seven years,’ a 
formula for rectifying the wind and 
temperature figures was developed. That 
formula was C= V*(80°F.—T); in which 
C is an index of the cooling-power of the 
air, V is the wind velocity between 12:00 
NOON and 1:00 P.M., 80° F. is eighty de- 
grees Fahrenheit, and T is the tempera- 
ture at 12:30 P.M. in degrees Fahrenheit. 

On the basis of studies by Professor 
Eugene Van Cleef* and by Mr. Herbert 
Johnson,’ Sales Manager, Cushmans 
Sons, Inc., New York, the precipitation 
figures were rectified by taking the 
logarithm of each figure. 

Because of the changing date of 
Easter two computations were made: 
(1) one based on the years in which the 
date of Easter was early, and (2) the 
other based on the years in which the 
date of Easter was late. Results were 
different mainly because early Easter 
seasons are typically colder and stormier 
than late Easter seasons. 


Early Easter Seasons 


The estimating equation (arrived at 
by the least squares method) relating 
the four weather factors to rectified 
sales is as follows: 


S’ = 104.73 —0.0228C—0.0219P 
—0.2635N+0.0675U 


of Meteorology, Edited by F. A. Berry, Jr., E. Bollay, 
and Norman R. Beers (New York: McGraw-Hill Book 
Co., 1945), P- 232. 

5 R. G. Stone, On the Practical Evaluation and Inter- 
pretation of the Cooling Power in Bioclimatology, Blue 
Hill Observatory, Harvard University, Reprint No. 10, 
1943- 

6 “The Influence of Weather on Street Car Traffic in 
Duluth, Minnesota,” Geographical Review, vol. 3, Febru- 
ary 1917, pp. 126-134. 

7 Personal letter. 
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in which 8S” is rectified store sales as 
predicted by this estimating equation, 
C is the cooling-power factor, P is the 
precipitation factor, N is the amount of 
snow on the ground at 6:30 P.M., and U 
is the per cent of sunshine.® 

A calculation of the beta coefficients 
indicated that the amount of snow cover 
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Fic. 1. Scatter diagram of the relationship between 
estimated store sales and actual store sales, Easter 
seasons, 1945, 1947, and 1948. 


(N) was definitely the outstanding 
weather cause of sales variation. The 
amount of snow cover was the chief 
cause even though the snow fell several 
days or even a week before. 


Late Easter Seasons 


During three years that the date of 
Easter was late, the estimating equation 
relating the four weather elements to 
rectified sales is as follows: 


S’= 109.51 —0.0361C —0.0429P 
—0.2596N —0.0189U 


8 Based on the Easter seasons of 1945, 1947, and 
1948. There were 126 sets of data. Variance analysis 
indicated that all the independent variables made a 
significant contribution, 


in which the symbols have the same 
meaning they were given above.® 

The beta coefficients indicated that 
the precipitation factor had more effect 
on sales variation than the other three 
weather elements. Snow cover and cool- 
ing-power had almost as much influence, 
however. The influence of sunshine was, 
as in the case of early Easter seasons, 
minor (though statistically significant 
at the 5 per cent probability level). 


The Accuracy of the Estimated Equations - 


The accuracy of the results can be 
presented in several different ways. 
Figure 1 shows in the form of a scatter 
diagram the relation between the daily 
store sales as predicted by the appro- 
priate estimating equation and the actual 
daily store sales. Figures 2, 3, and 4 
show the same data in the form of time 
series charts. The four figures show a 
very high correlation between the actual 
sales and the sales as estimated by the 
regression equation. The Pearsonian co- 
efficient of correlation between daily 
store sales as predicted by the estimating 
equation (for years with early Easter 
dates) and the actual sales figures was 
0.94. Thus 88 per cent of the variance 
(i.e., 0.947) of the sales of the store was 
accounted for by the weather variables 
considered and the rectifying process. 
This 88 per cent figure can be subdivided 
as follows: 42 per cent of the variance in 
the store’s sales was due to the weather 
factors considered and the other 46 per 
cent accounted for by the rectification 
process used. An analysis by variance 
indicated that the results were statis- 
tically significant. The accuracy of the 


® Based on the Easter seasons of 1943, 1944, and 
1946. There were 126 sets of data. Variance analysis 
indicated that all of the independent variables made a 
significant contribution at the 5 per cent level, though 
the contribution of the sunshine factor was not signifi- 
cant at the 1 per cent level. 
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estimating equation for late Easter 
seasons was only slightly lower. 


people to give adequate protection to the 
store’s merchandise and fixtures. 


STORE SALES (INDEX) 


PracTICAL APPLICATION OF 
THE STATISTICAL RESULTS 


Three applications of the techniques 


here discussed are rather evident: 


2. There should be a sufficient number of 


employees to assure adequate customer serv- 
ice. 


3. The number of people should be so 


planned that the group can accomplish the 


400 
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Fic. 2. Bar chart of the relationship between estimated store sales and actual store sales, Easter season, 1945. 


The first and most apparent is the 
use of the estimating equations to fore- 
cast sales ahead of time by substituting 
the forecasted weather into the equations. 
Then the number of salespeople could 
be adjusted (the day before) to the pre- 
dicted needs for salespeople. According 
to Robinson and Brisco a sales-force 
budget is expected to meet the following 
general requirements: 


1. There should be a sufficient number of 


task set, and each individual can earn a 
reasonable wage. 

4. The total wages paid to the salespeople 
should bear a percentage relationship to net 
sales commensurate with profitable past ex- 
perience of the store... 


In general, these requirements when 
carefully applied should result in an 
almost constant ratio between sales- 

190, Preston Robinson and Norris B. Brisco, Store 


Organization and Operation (New York: Prentice-Hall, 
Inc., 1949), P. 180. 
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people’s salaries and total dollar sales weather conditions which might affect 
of the store. In 1947 the ratio of sales- the actual volume achieved on a particu- 
people’s salaries to dollar sales of all lar day." Hence the need for utilizing 
reporting department stores with annual the probable effect of weather on sales 
sales over $20,000,000 was 6.1 per cent." when determining the number of “ex. 
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Fic. 3. Bar chart of the relationship between estimated store sales and actual store sales, Easter season, 1947. 


The volume of sales varies (on the aver- tras” or per diem salespeople to call 
age) from hour to hour, from day today, in.” 

and from week to week. Adjustments in A second application of the techniques 
number of salespeople to these average 1 Malcolm P. McNair, Charles I. Gragg and Stanley 
variations is now common practice. But F. Teele, Problems in Retailing (New York: McGraw- 
the average variation figures used do not, _ Hill Book Co., 1937), p. 452. 


“ : 18 In a like manner the amount of advertising might 
of course, take cognizance of unusual be varied to offset the effects of bad weather or to 
“make hay while the sun shines” (whichever policy 

" Controllers Congress, 1947 Departmental Mer- seems best). In the study the results of an attempt to 
chandising and Operating Results of Department Stores relate advertising linage to sales and the pulling power 


and Specialty Stores, National Retail Dry Goods As- of advertising to the weather were inconclusive. Much 
sociation, 1948, p. 97. has yet to be done along this line. 
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developed is of an evaluative rather than 
a directive nature. The estimating equa- 
tions can be used for the purpose of 
calculating daily sales potentials. For 
this purpose actual weather observa- 


Mr. H.C. S. Thom (formerly Section 
Director of the U. S. Weather Bureau 
in Des Moines) once related the effects 
of temperature on the truck route sales 
of a soft drink distributor in the Los 
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Fic. 4. Bar chart of the relationship between estimated store sales and actual store sales, Easter season, 1948. 


tions (instead of forecasts) can be used. 
The calculated potential sales figure can 
then be compared with the actual sales 
figure for the day. The quality of the 
merchandising and promotional effort 
can then be evaluated. Weekly and 
monthly evaluations can be based on 
the sum of daily actual and potential 
sales figures. 


Angeles area. The distributor used the 
results to evaluate the sales of each route 
by comparing them with the amounts 
that should have been sold on that 
route according to the temperature which 
prevailed during the heat of the day on 
that route. In this manner the distributor 
evaluated the performance of his sales- 
men truck drivers. 
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A third application of the techniques 
discussed in this article concerns the 
relation between the store and its ex- 
ternal economic environment to a greater 
extent than its internal control problems 
(although the two problems are inter- 
related, of course). The Federal Reserve 
Board’s Index of Department Store Sales 
could be corrected for the effect of weath- 
er by applying the techniques here dis- 
cussed to each store whose sales are 
included in that index. The estimating 
equations used above cannot be applied 
to the sales of any other store. But 
estimating equations can be developed 
for each store by the same methods. 

If the Index of Department Store 
Sales which is already corrected for 
seasonal variation could also be corrected 
for the effect of weather, its usefulness 
should be greatly increased for the mer- 
chandise manager as well as for the 
student of business cycles. If the mer- 
chandise manager could know, for exam- 
ple, that department store sales fell, in 
the Federal Reserve District or city in 
which his store is located, by a certain 
number of percentage points Jecause of 
unfavorable shopping weather, his buying 
decisions would be different than if the 
cause were primarily of an economic na- 
ure. 


A New AREA FOR MARKET 
ANALYSIS 


The techniques that have been used 
in this study can be applied to other 
seasons of the year and to other types of 
distributive organizations. Also separate 
equations can be developed for each 
department in a department store. 
Practically every retail and wholesale 
establishment is affected by the weather. 
For example, large super markets in 


4 In the study estimating equations were developed 
for the Candy Department and for the Moderate Priced 
Dress Department. 


which the great bulk of sales are on Fri- 
day and Saturday are particularly inter- 
ested in minimizing carry-over to Mon- 
day. And that carry-over is largely a 
function of weather conditions. Bakeries 
can greatly reduce stale bread losses 
by utilizing the method." 


WEATHER FORECASTS 


The greatest difficulty in the use of 
the method is in forecasting the weather 
one or more days ahead of time. (This 
is true only of the first application dis- 
cussed above. The second and third ap- 
plications do not depend on weather 
forecasts.) In general, any firm desiring 
to utilize the effect of weather on its 
daily sales to forecast the sales potential 
should contact a meteorological consult- 
ant.’ This meteorologist in consultation 
with the firm’s market analyst should 
first make a complete statistical study 
of the exact effect of weather on that 
firm’s sales in order to ascertain just 
what weather variables affect sales, how 
much, and whether or not the effect is 
different in different territories and at 
different times of the year. 

The firm cannot rely on the U. S. 
Weather Bureau’s general forecasts be- 
cause they are entirely too general; Con- 
gress will not permit the Weather 
Bureau to make specific forecasts for 
private businesses (except those in trans- 
portation and agriculture). 

In the making of the study of the rela- 
tion between weather and the sales of 

4 Cushmans Sons, Inc., of New York, saves an esti- 
mated $250,000 per year by gearing production and 
distribution to the forecasted weather. If the weather 
is predicted accurately Cushmans has very little day- 
old bread on hand. Daily total sales are affected by 
weather, but the greatest effect is on the location of 
bread purchases. People tend to buy more bread at 
downtown stores and less at suburban stores in bad 
weather. “Weather Profit,” Business Week, March 30, 
1946, p. 72. 

16 For a list of meteorological consultants write the 


Executive Secretary, American Meteorological Society, 
5 Joy Street, Boston 8, Mass., or the present writer. 
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a firm, the officials of the company 
should realize that there may be a diffi- 
cult liaison problem involved in the 
relationship between the firm’s market 
analysis department and the meteorolo- 
gist. In general, the meteorologist has 
had little if any marketing, statistical, 
or accounting training. He has been 
trained as an engineer and a meteorolo- 
gist. Up to the present time most of the 
clients of the meteorological consultants 
have asked for aid in the solution of those 
problems arising from weather’s effect 
on physical production, transportation, 
and storage. On the other hand, most 


accountants, statisticians, and market- 
ing analysts have had little or no train- 
ing or experience in meteorology. 

Marketing research personnel will 
have some general knowledge of the ef- 
fect of weather on the firm’s operations. 
This general knowledge will be invalu- 
able to the meteorological consultant. 
The meteorological consultant will have 
had at least some experience in general 
business and marketing problems. This 
knowledge too will make a major con- 
tribution. Together the meteorologist 
and the marketing analyst can do much 
to increase the efficiency of the firm. 
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COMPETITION IN THE NEWSPAPER INDUSTRY 


ROYAL H. RAY 
Syracuse University 


INTRODUCTION 


HE broad behavior patterns in the 
daily newspaper industry conform, 
in general, with those commonly as- 
sociated with conditions of imperfect 
competition. These include stabilization 
of prices, reflected in the tendency for 
advertising and subscription rates to 
remain rigid over time; price discrimina- 
tion, exemplified by charging different 
groups of advertisers and subscribers 
different rates for advertising space and 
subscriptions at the same time; and 
non-price competition, evidenced by 
efforts to increase sales of advertising 
space and subscriptions by using incen- 
tives other than cutting prices.! These 
behavior patterns in the newspaper 
industry are of long duration and are 
commonly practiced. They appear char- 
acteristic of newspaper practice both 
in One-newspaper towns and in cities 
having two or more daily newspapers. 
As early as 1887, a speaker before the 
first national convention of the American 
Newspaper Publishers Association, the 
only national daily newspaper trade 
association, pleaded with publishers to 
cease bidding with one another for ad- 
vertising patronage.2 He urged that 
established advertising rates be main- 
tained. Similar pleas have been made 
before ANPA, as well as sectional and 
state publishers’ associations, during 
more recent years. 

1 Cf. Arthur Robert Burns, The Decline of Competi- 
tion. (New York and London: McGraw-Hill Book Com- 
pany. Incorporated, 1936), Chapters V to VIII, for a 
discussion of such competition in industry at large. 


2 Edwin Emery, “Stenographer’s Notes Tell How 
ANPA Was Founded,” Editor and Publisher, 80: 11, 


April 19, 1947. 
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Inadequacy of statistics for newspaper 
subscriptions and advertising rates pre- 
vents formulation of definite conclusions 
concerning price stabilization. Pub- 
lished or quoted rates, the most acces- 
sible type of data, vary somewhat from 
rates actually charged, in some in- 
stances. Some newspapers before World 
War II periodically offered reduced 
prices for mail subscriptions in order to 
stimulate renewals. This policy ex- 
pedited collections and to some extent 
lessened the necessity of employing 
field agents for subscription sales. There 
is no way of determining the extent of 
price shading for advertising space sales, 
but such practices do occur. 

Price discrimination occurs in sales 
of both newspaper subscriptions and 
advertising space. It is evident that 
publishers believe differences in elas- 
ticity of demand exist, since otherwise 
there is no basis for price discrimination. 
This concept will be expanded subse- 
quently. 

Price stabilization and price discrim- 
ination lead to non-price competition 
(where competition at least in part turns 
on factors other than price reduction). 
Non-price competition occurs in sales of 
both subscriptions and advertising space. 
Newsprint rationing during World War 
II caused this form of competition to 
decline, but with more adequate sup- 
plies of newsprint, there are signs of 
revival particularly in sales of subscrip- 
tions. 


3 Buford Otis Brown, Problems of Newspaper Pub- 
lishing. (New York and London: Harper and Brothers 
Publishers, 1929), pp. 203-205. 
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Nature OF Price CoMPETITION 


Stabilization of Prices 


Stabilization of price concerns the 
behavior of a given price over time.‘ 
Actually what is meant is degree of 
stability because complete stability 
never occurs. All prices change. The 
concept includes amplitude of price 
fluctuations as well as frequency of 
change. Available evidence indicates 
that newspaper advertising rates, like 
prices for many commodities, tend 
toward rigidity. The nature of available 
evidence prevents consideration of the 
amplitude of advertising rate fluctua- 
tions. Subscription rates for individual 
newspapers are also known to remain the 
same for long periods, but attention will 
be devoted to advertising rates since 
advertising is the major source of reve- 
nue for most newspapers. 

Dr. Kinter studied advertising rate 
fluctuations for daily newspapers during 
the 12 year period 1929-1941.5 Two 
approaches were used: One, comparison 
of average milline rates of all daily 
newspapers with advertising linage and 
other appropriate indices; and two, 
comparison of minimum general (na- 
tional) and retail (local) advertising 
rates of 18 dailies during the years 1929, 
1933, 1937, and 1941. Both approaches 
indicated considerable rigidity of adver- 
tising rates when quotations during 
boom and depression years were com- 
pared. In some cases where pronounced 
changes in circulation occurred there 
were some changes in rates. Publishers 
resisted decreases in rates when circula- 
tion declined, however, and advertisers 
resisted increases in rates when circula- 
tion increased. 


* Burns, op. cit., p. 195. 

$ Charles V. Kinter, “Rigidity of Advertising Rates in 
Depression and Boom Years,” Yournalism Quarterly, 
XXIV: 122-26, June, 1947. 


Trade journals reported that during 
the period 1929-1933 advertising rates 
held firm in smaller communities, but 
“fell off in many metropolitan cities” 
because of the pressure from organized 
advertisers. Speakers before newspaper 
associations urged publishers to main- 
tain rates.’ 

Factors Affecting Advertising Rate Ri- 
gidity. There are several factors which 

possibly influence publishers to hold 
advertising rates firm for long periods. 
Conditions of monopoly or quasi-monop- 
oly in the newspaper industry, like other 
industries where similar competitive 
situations prevail, appear to be con- 
ducive to price rigidity. This lack of 
competition allows publishers greater 
freedom in establishing price policies. 
Radio and television as alternative 
media, however, possibly restrain the 
newspaper monopolist in many com- 
munities. Whether newspaper publishers 
are justified in their belief that stable 
rates maximize returns raises important 
questions. 

Newspaper advertising linage fluctu- 
ates considerably during different days 
of the week, month, seasons, and phases | 
of the business cycle. Why do not 3 
publishers attempt to minimize linage 
fluctuations through short term rate 
reductions and more frequent rate 
changes on a long term basis? Merchants 
and transportation facilities, for ex- 
ample, offer bargain rates during slack 
days or seasons in efforts to stimulate 
sales. Opinion persists, however, that 
advertisers do not increase total ad- 
vertising expenditures when rates are 
lowered, but merely purchase more ad- 
vertising space with the same expend- 
itures. If this is true there is little incen- 
tive for publishers to cut rates in the 


* Editor and Publisher International Year Book, 1933, 


65: 11, January 28, 1933. 
7 Cf. footnote, Kinter, op. cit., p. 122. 
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short run to obtain advertising which 
they stand to secure ultimately at pre- 
vailing rates. Seasonal buying habits of 
consumers are an important considera- 
tion; retailers and manufacturers as 
well find it more profitable to advertise 
merchandise more intensively during 
periods of peak demand. Newspapers 
also hesitate to provoke price wars with 
other newspapers or competitive media. 
In respect to cyclical fluctuations news- 
papers encounter strongly entrenched 
practices. Sales volume of manufac- 
turers and retailers, past or anticipated, 
regulates advertising expenditures to a 
considerable degree because advertisers, 
particularly local advertisers, tend to 
allocate a fixed proportion of sales to 
advertising. 

The fact that no thorough study of 
newspaper advertising rate policy has 
been made leads to uncertainty. Pub- 
lishers probably feel that stability of 
rates is wise because it is a simplified 
policy and the best policy is difficult to 
discover. Despite the large number of 
one-newspaper cities it is difficult to 
view these publishers as grasping monop- 
olists who constantly employ slide rules 
for determining the advertising rate 
which will maximize return on invest- 
ment. Preoccupation with publishing, 
community and social responsibility, 
lack of adequate cost accounting data, 
and even inertia undoubtedly are fac- 
tors which cause many small city 
publishers to adjust rates only infre- 
quently.* Another important considera- 
tion is that the mechanics of publishing 


8 Publishers not only tend to resist rate reductions 
during depressed periods but W. M. Layman, news- 
paper accountant, feels that non-metropolitan pub- 
lishers have been reluctant to increase rates during the 
inflationary post War II period. Cf. William M. Lay- 
man, “A Report on the Financial Condition of Non- 
Metropolitan Newspapers,” p. 26 of published report of 
address before American Press Institute, Columbia 
University, January 21, 1949. 


rate changes not only are slow and 
cumbersome but also lead to difficulties 
in dealing with advertisers. 

Some Consequences of Advertising Rate 
Rigidity. Inadequate data limit analysis 
of consequences of the tendency toward 
advertising rate rigidity in the newspaper 
industry. Rigidity of advertising rates, 
however, affects total costs of news- 
papers in so far as it causes increases in 
non-price competition, which includes 
sales promotion and services to adver- 
tisers. 

How much rate rigidity contributes to 
seasonal and cyclical fluctuations of 
advertising linage is difficult, if not 
impossible, to determine. Conceivably 
rate rigidity does influence linage fluc- 
tuations but apparently other factors, 
such as marketing practices of manu- 
facturers and buying habits of con- 
sumers, are much more important. It is 
apparent that many manufacturers and 
retailers are prone to cut advertising 
appropriations during periods of depres- 
sion to a greater degree than conditions 
warrant. It appears plausible that stable 
rates lead to further reductions of ad- 
vertising purchased, which lessens pro- 
motion at a time when it is needed 
desperately to retard deflation or to 
stimulate recovery. Considerable re- 
search which goes beyond the scope of 
this study is required before positive 
statements can be made. It is known, 
however, that one group of department 
stores which advertised consistently dur- 
ing the last depression returned greater 
profits than another group which did not 
follow a consistent advertising policy.® 

Stabilization of advertising rates re- 
duces the risks of investment in news- 
papers to the extent that it eliminates 
price cutting during periods when de- 


® Charles M. Edwards and William H. Howard, 
Retail Advertising and Sales Promotion. (New York: 
Prentice-Hall, Inc., 1946), pp. 12-13. 
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mand is declining. Risks are reduced 
only to the extent, however, that returns 
on investment are greater with stabi- 
lized rates than without. Stabilization 
of rates, to the extent that higher 
profits result over long periods, may 
stimulate integration in that capital may 
be accumulated for investment. 

Economists have expressed doubts, 
however, whether stabilization of prices 
actually reduces risks of capital since 
price competition may give way to non- 
price competition. Whether rate rigidity 
contributed to the failure of newspaper 
advertising to respond to improved 
economic conditions during the period 
before World War II provides interesting 
speculation. There is the real possibility 
that the short term expediency of price 
rigidity may have been unwise in the 
long run. Whether long term advertising. 
rate rigidity is more profitable than the 
policy of adjusting rates to fluctuations 
of demand is highly controversial, and 
to a considerable extent remains un- 
answered. 


Price Discrimination 


Price discrimination in the newspaper 
industry consists of charging different 
groups of advertisers and different ad- 
vertisers different rates for advertising 
space at the same time.!° Discrimination 
also occurs in sales of newspaper sub- 
scriptions in that different groups of 
readers are charged different rates for 
the same newspaper at the same time. 
Discrimination is possible because of the 
large proportion of local newspaper 
monopolies, the common agreement on 
discrimination in competitive cities, and 
because resale of subscriptions and ad- 
vertising space by one class to another 
class is not easily accomplished. Dis- 


10 Cf. Burns, op. cit., Chapter VI, for a discussion of 
price discrimination in industry at large. 


crimination in advertising space rates 
between manufacturers of nationally 
distributed goods (general advertisers) 
and local merchants (retail advertisers) 
has caused some difficulty because na- 
tional advertisers occasionally succeed 
in placing advertising through local 
dealers at local rates." Discrimination 
in subscription rates is perhaps more 
easily accomplished because of its geo- 
graphical character; urban and rural 
readers ordinarily are clearly distinguish- 
able through delivery addresses. 

Since most newspaper publishers oc- 
cupy positions of monopoly or quasi- 
monopoly they may be expected to 
charge advertising and subscription rates 
which they estimate will maximize re- 
turn in the long run. Now variations in 
elasticity of demand among different 
groups of individuals determines the 
profitability of price discrimination. If 
publishers’ estimates are accurate, de- 


mand for subscriptions is less elastic in 


cities of publication (higher rate areas) 
and more elastic in surrounding rural 
districts (lower rate areas) while demand 
for advertising space is more elastic 
among local advertisers (lower rate 
areas) and less elastic among advertisers 
of nationally distributed commodities 
(higher rate areas). Approximately 70 
per cent of all advertising published by 
newspapers is purchased by local ad- 
vertisers and 30 per cent by national 
advertisers, while most newspapers also 
have more circulation within the city of 
publication than without. It should be 
kept in mind that advertising sales are 
dependent upon circulation; publishers 
tend to acquire the quantity, quality, 
and proportion of circulation within and 


1 Much depends upon the promotional policy of 
national advertisers: i.e., whether their policy provides 
for advertising allowances to retail outlets. 

2 Cf. Joan Robinson, The Economics of Imperfect 
Competition. (London: Macmillan and Company, Ltd., 
1933), Chapter 15, especially pp. 185-188. 
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without the city of publication which 
they estimate will maximize advertising 
sales. Variations in the elasticity of 
demand for advertising and subscrip- 
tions among different groups are diffi- 
cult, if not impossible, to measure. That 
variations in elasticity exist, however, 
appears virtually certain; the important 
question is the degree of elasticity. 

Advertising Rate Discrimination. Price 
discrimination in the marketing of ad- 
vertising space in the daily newspaper 
industry is commonly practiced and is 
of long duration. Publishers discriminate 
according to trade status: advertisers of 
nationally distributed products (general 
advertisers, ordinarily manufacturers 
and/or their advertising agencies) are 
charged higher rates than local mer- 
chants (retail advertisers). Publishers 
discriminate further according to local 
trade classification: for example, local 
financial and amusement advertisers fre- 
quently are charged higher rates than 
retail stores. 

The controversy between newspaper 
publishers and national advertisers con- 
cerning the higher rates charged that 
group has been discussed before meetings 
of publishers and national advertisers 
for many years. Nelson P. Poynter, then 
publisher of the Kokomo (Ind.) Dis- 
patch, discussed the local-national adver- 
tising rate differential before the May, 
1930, meeting of the Inland Daily Press 
Association at Chicago: 


“The national-local controversy is an old 
one which has been growing in importance as 
national advertisers discovered they were 
paying a higher rate than local advertisers. It 
blazed out especially strong about nine 
months ago when cost-finding experts of na- 
tional advertisers realized they were faced 
with decreasing revenue and simultaneously 
a necessity for increasing sales effort. 


18 Inland Daily Press Association, Bulletin No. 174, 
pp. 23-36, Clinton, Iowa, June 1, 1930. 


“There can be no dispute that wide differ. 
entials exist, varying from cases where local 
advertisers pay more than national adver- 
tisers for the same space, to cases where the 
national advertisers pay two or three 
hundred per cent more than local adver- 
tisers....”” 


Mr. Poynter attributed the higher 
rates charged national advertisers to: 
I, easier and less embarrassing to raise 
national rates than local; 2, market re- 
search undertaken for national adver- 
tisers and not undertaken for local ad- 
vertisers; 3, frequent requests for re- 
publication of advertisements because of 
dissatisfaction with position; 4, expensive 
sales promotion considered necessary in 
the national field; and 5, cost of belong- 
ing to the Audit Bureau of Circulations. 

Discrimination in favor of local adver- 
tisers, however, continued during 1948." 
The Association of National Advertisers, 
following the annual national conven- 
tion, again asked newspaper publishers 
to solve the rate differential. Those prac- 
ticing discrimination numbered in the 
hundreds, it was charged; it was asked 
that the differential be narrowed. One 
national advertiser felt that a differen- 
tial of 30 per cent would be fair. Such a 
differential, he explained, would cover 
costs of Audit Bureau of Circulations 
membership and national advertising 
sales promotion expense for newspapers. 

Local advertising rates also frequently 
are discriminatory. Professor Lund clas- 
sifies local rates into eight general types 
with minor variations.“ One or a com- 


14 Samuel Rovner, “A.N.A. Puts Rate Problem up to 
the Newspapers,” Editor and Publisher, 81: 7, October 
30, 1948. 

6 John V. Lund, Newspaper Advertising. (New York: 
Prentice Hall, Inc., 1947), pp. 199-207. Professor 
Lund’s classifications are: Open, bulk, frequency, 
earned, no change, classification, position, and color 
rates. The open or flat rate usually does not involve a 
formal contract; all advertisers, irrespective of amount 
or frequency of space purchased are charged the same 
rate. Ordinarily newspapers which employ contracts 
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bination of these rate types may be 
enforced by a given newspaper. The 
classification type of rate structure 
involves the most obvious example of 
discrimination at a local level. Non- 
metropolitan newspapers commonly 
charge theaters, candidates for political 
office, and financial houses higher rates 
than other classifications. Churches in 
some instances are charged less. The 
most usual defense given for higher 
rates to theaters and political candidates 
is that these advertisers request more 
publicity than other classifications. 

Whether discrimination actually oc- 
curs in sales of space to national or gen- 
eral advertisers hinges upon sales costs. 
To the extent that costs of sales pro- 
motion, commissions, and other costs 
involved in selling space to national or 
general advertisers exceeds costs at- 
tending space sales to local advertisers, 
higher rates to the former group does 
not constitute discrimination. If rates 
charged national advertisers are greater 
than differences in sales costs, dis- 
crimination does occur. 

Obviously there are costs involved in 
space sales to national advertisers which 
are peculiar to that group. These costs 
include: 1, commissions paid by pub- 
lishers to advertising agencies; 2, mem- 
bership fees for the Audit Bureau of 
Circulations; 3, salaries and commissions 
of publishers’ representatives; 4, costs 
of market research and merchandising 
service conducted for national adver- 
tisers; and 5, costs of advertising di- 
rected by newspapers to manufacturers 


allow lower rates to advertisers on the basis of frequency 
or quantity (bulk) of space purchased or publishing the 
same advertisement without change several times. The 
earned rate type usually involves a sliding scale formula 
applicable to a one month period; the amount of space 
purchased during a given month determines the rate for 
that month. Position rates involve surcharges for special 
Positions while color rates involve an extra charge for 
use of colors other than black. 


and advertising agencies. Publishers are 
not without some costs in local space 
sales which are counterparts of national 
space sales costs. These include salaries 
and commissions to advertising sales- 
men, services to local advertisers, sales 
promotion directed to local advertisers, 
and general housekeeping costs. Al- 
though comparative costs of sales of 
local and national advertising space are 
meager, costs of national sales appear 
to be higher.* For this reason, there 
appears to be justification for higher 
rates for national advertising if justifica- 
tion is based on sales costs alone and 
production costs are ignored. 

It is generally known in the newspaper 
industry, however, that production costs 
for most national advertising is sub- 
stantially less than for much of the 
local advertising published. This is true 
because much national advertising is 
received by newspapers in the form of 
electrotype plates or matrices which 
involve lower production costs than 
local advertising, the reproduction of 
which ordinarily involves type composi- 
tion and other costs. In conclusion, some 
differential in rates for national and local 
advertising may be attributed to dif- 
ferences in sales and production costs, 
but this differential appears to be less 
than rates of many contemporary news- 
papers indicate. Apparently there are 
other reasons for rate differentials; dis- 
crimination in favor of local advertisers 
appears to prevail. 

Rate discrimination among local ad- 
vertisers also depends upon differences 
in selling costs; there is little or no evi- 
dence available to determine the degree 
of discrimination. It is known that 
amusement, financial, and political ad- 


16 Neil H. Borden, Malcolm D. Taylor, and Howard 
T. Hovde, Revenues and Expenses of Newspaper Pub- 
lishers in 1941. (Boston: Harvard University, 1946), 
pp. 18-23. 
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vertisers often pay higher rates than 
many other local advertisers in many 
non-metropolitan dailies, and examina- 
tion of newspapers will reveal that 
amusement houses and political candi- 
dates receive abundant publicity. To 
justify higher rates on the basis of the 
amount of publicity received clearly 
goes beyond selling costs; production 
costs are involved because composition 
and other costs associated with produc- 
tion of publicity are evident. In fact, 
unless newspapers impose surcharges on 
advertisers for composition costs, there 
is considerable variation in profits re- 
alized, because production costs of dif- 
ferent advertisements of the same size 
vary considerably in view of the amount 
and size of type faces involved. Actually 
newspaper space sold to advertisers is 
not a homogeneous commodity because 
of substantial differences in production 
costs. 

To the extent that variations in elas- 
ticity of demand between national and 
local advertisers and between different 
classes of local advertisers for adver- 
tising space exists, these variations make 
it possible and profitable for publishers 
to practice advertising rate discrimina- 
tion.” This is true because the marginal 
revenue obtained by selling a given 
amount of advertising in the different 
markets separately is greater in some 
markets than in others when the same 
rate is charged in each market. If we 
assume that publishers’ estimates are 
correct (in view of contemporary prac- 
tices) publishers may increase profits 
by selling more local advertising where 
demand is more elastic and marginal 
revenue greater and sell less national 
advertising where demand is less elastic 
and marginal revenue smaller. 

Discrimination in Subscription Rates. 


17 Robinson, op. cit., Chapter XV. 


Discrimination in the sale of newspaper 
subscriptions is geographical in charac- 
ter. Rural newspaper readers, particu- 
larly in the case of non-metropolitan 
newspapers, usually are charged less for 
their subscriptions than urban readers 
in the city of publication. This dis- 
crimination is evident when it is shown 
that country circulation subscription 
rates not only are less than city rates 
but country circulation expense (in- 
cluding delivery costs) is greater than 
city circulation expense. Consequently 
net circulation income from city sub- 
scriptions almost always exceeds net 
income for country subscriptions. 

Competition for country circulation 
by rival newspapers often led to costs 
which exceeded revenue. A large mid- 
western newspaper during the nineteen 
thirties had a block of 10,000 subscribers 
in a remote area on which it lost $50,000 
a year.!® This evening newspaper main- 
tained extensive automobile delivery in 
an effort to meet the rural circulation 
competition of its morning rival, which 
was able to deliver its rural circulation 
by less expensive methods. This par- 
ticular evening newspaper enjoyed a 
large advertising volume and was in 
such position that it could afford losses 
from circulation. The important fact is, 
however, that many newspapers con- 
tracted circulation losses through re- 
taliative measures against rivals which 
they could ill afford. 

Decreases in advertising revenue dur- 
ing the nineteen thirties and rising pro- 
duction costs which have prevailed for 
more than a decade forced newspaper 
publishers to increase subscription rates. 
Although daily newspapers since the 
nineteen thirties have tended not only 
to increase country subscription rates 
but restrict delivery to more profitable 


18 Information obtained through personal interview 
from a confidential source. 
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areas, rural circulation commonly is 
less profitable than urban, because of 
lower subscription rates and higher rural 
delivery costs. Rate differentials be- 
tween rural and urban areas have nar- 
rowed since 1930, but a differential still 
exists with most dailies. 

Examination of the circulation rates 
of 63 New York State dailies during 
1948 showed that 47 (75 per cent) 
charged higher rates for urban carrier- 
delivered circulation than for country 
circulation.!® The average yearly urban 
carrier rate for the 47 dailies was $14.31. 
This was 67 per cent higher than the 
average country rate of $8.56. Unfor- 
tunately average circulation costs and 
net circulation income for these 63 
dailies were not available but it is rather 
obvious that average net circulation in- 
come for country subscribers was less 
than for city readers. 

Data for average annual gross circula- 
tion income, expenses, and net circula- 
tion income for city and country sub- 
scriptions for 15 mid-western, non- 
metropolitan newspapers for 1947 are 
available through a study completed by 
William M. Layman, director of ac- 
counting and statistical research, News- 
paper Audit and Research Bureau, 
Chicago.”° Average annual gross circula- 
tion income for the 15 dailies was $9.47 
for city subscriptions and $7.31 for 
country subscriptions. Average expenses 
were $1.46 for city subscriptions com- 
pared with $4.26 for country subscrip- 
tions. Net circulation income from city 
readers averaged $8.02, more than twice 
as much as the net income from country 


_' Biennial Circulation Survey, New York State Pub- 
lishers Association, Syracuse, New York, July 6, 1948. 

William M. Layman, ‘ ‘A Report on the Financial 
Condition of Non-Metropolitan Newspapers,” an 
address presented to the American Press Institute 
seminar for newspaper publishers and editors at 
Columbia University School of Journalism, January 21, 
1949. 


subscriptions which averaged $3.05. 
Discrimination in the sale of news- 
paper subscriptions is possible because 
geographical barriers, the perishable 
nature of newspapers, and delivery 
methods prevent buyers in rural areas 
where rates are lower from reselling 
newspapers in urban areas where rates 
are higher.#* Publishers estimate that 
elasticity of demand is greater in rural 
areas than urban. This policy is attrib- 
uted to the higher average income for 
urban readers. The lower rates charged 
rural subscribers in view of higher 
average costs and less average net in- 
come per subscriber do not in some 
respects appear rational. As long as 
marginal revenue obtained for each sub- 
scription added exceeds marginal costs, 
however, increases in rural circulation 
are profitable. Reasons for practices 
which run counter to this hypothesis are 
several, aside from ignorance of costs and 
mistakes in estimates. A publisher may 
deliver subscriptions in a particular area 
at a loss because he estimates that it is 
mandatory in order to have a coverage 
which is attractive to advertisers. In 
morning and evening competitive cities, 
evening newspapers because of the 
shorter period available for delivery, 
often incur higher costs in rural areas 
than morning rivals. Newspapers in ad- 
joining cities may be competing for 
supremacy in a segment of a rural mar- 
ket. Circulation costs under such condi- 
tions invariably rise, and frequently 
short-term price cutting occurs. 


Non-Price ComMPETITION 


Stabilization of prices and price dis- 
crimination in the newspaper industry 
tend to shunt competition into forms 
known as non-price competition (use of 
sales incentives other than cutting 


%t Robinson, op. cit., pp. 179-180. 
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prices). Careful distinction between price 
competition and non-price competition 
is necessary. The most satisfactory basis 
for distinction between the two forms 
of behavior is separation of production 
costs from selling costs. Selling costs 
are “those costs which alter the demand 
curve and production costs those which 
do not.’ Costs of payments made by 
publishers for insurance or premiums 
for subscribers beyond that charged sub- 
scribers for these services constitute sell- 
ing costs (non-price competition). Costs 
of services rendered advertisers are in 
the same category. Costs of newspaper 
management, manufacture, and also 
costs of distribution (transportation and 
delivery which add place utility) are all 
production costs. 

Non-price competition in the industry 
again centers about the sale of advertis- 
ing space and subscriptions. This non- 
price competition may be divided into 
two general phases: services made avail- 
able to subscribers to stimulate the sale 
of subscriptions, and services to adver- 
tisers to stimulate the sale of advertising 
space. 


Circulation Promotion 


Non-price competition as applied to 
the sale of newspaper subscriptions 
(aside from costs of personal selling) in- 
cludes inducements made to consumers 
—other than price reductions—for pur- 
poses of stimulating purchase.” Induce- 
ments include sampling, contests, pre- 
miums, magazine and newspaper combi- 
nation offers, and insurance. Magazine 
and insurance inducements are more fre- 
quently offered to consumers because of 
their potential perpetual character. Use 
of premiums to consumers to stimulate 
sales of single copies and short term 


2 Burns, op. cit., p. 373- 
% Tbid., pp. 372-375, for definition of non-price com- 
petition. 


subscriptions, widely employed by news- 
papers during the first quarter of the 
twentieth century, has declined.™ 

According to an executive of the 
Hickey-Mitchell Company that concern 
first introduced the accident insurance 
policy for newspaper circulation building 
in the United States. The St. Louis 
Star, first daily to employ insurance 
successfully, initially offered policies to 
subscribers during 1919. This form of 
promotion increased rapidly until the 
majority of newspapers in competitive 
areas provided some form of reader 
service insurance. During War II circu- 
lation promotion declined because of 
the newsprint shortage, but during 1948 
and early 1949 revival was apparent.” 
A survey of New York state dailies 
during 1948 indicated that 35 of 63 news- 
papers reporting engaged in circulation 
promotion. Twenty-two of the 35 offered 
inducements to carriers; 9 offered reader 
inducements consisting of insurance 
and/or magazines; and 1 offered patterns 
to new subscribers. In a few cases metro- 
politan newspapers have combined their 
circulation department sales and delivery 
with those of newspapers published in 
suburban towns. 


* Cf. Frank Thayer, Newspaper Management. (New 
York and London: D. Appleton-Century Company, 
1938), Ch. 4; James E. Pollard, Principles of Newspaper 
Management. (New York and London: McGraw-Hill 
Book Company, Inc., 1937), Ch. 5; Brown, op. cit., Ch. 
10; and Jason Rogers, Newspaper Building. (New York 
and London: Harper and Brothers, 1918), Chapters 22 
and 23 for a thorough discussion of newspaper circula- 
tion promotion. 

% Personal letter to the author from Raymond E. 
Kuester, assistant to president, Hickey-Mitchell Com- 
pany, St. Louis, Missouri, August 30, 1949. 

% Biennial Circulation Survey, op. cit.; “Circulation 
Promotion Use Highest in 10 Years,” Circulation 
Management, p. 25, May, 1949. Mr. Frederick P. Gore, 
manager newspaper department, North American 
Accident Insurance Company, Chicago, in personal 
letter to the author, October 4, 1949, reported: “‘All 
circulation promotion ceased while newsprint was 
scarce. Newsprint is plentiful now and from the reports 
at the various Circulation Managers’ conventions pro- 
motion is starting again in full force.” 


: | 
| 
a 
# 
ual 
| 
relay 
ae 


ge 


THE JOURNAL OF MARKETING 


453 


The circulation department of the 
Indianapolis News, commencing in 1916, 
contracted with daily newspapers in 
Indiana towns of 4,000 to 20,000 popu- 
lation for combination sales and delivery 
of the News and the suburban news- 
paper.” By 1935 the News held contracts 
with 16 Indiana evening dailies. Con- 
tracts varied but normally the News 
provided a circulation manager for each 
newspaper with which a combination 
contract was held. This circulation man- 
ager recruited, trained, and supervised 
carriers who sold and delivered in combi- 
nation the News and the local newspaper. 
Since the combination delivery price was 
less than the total established prices 
for the two newspapers delivered sepa- 
rately price reduction actually occurred. 

Factors Affecting Non-Price Competi- 
tion in Sales of Newspaper Subscriptions. 
Intensity of non-price competition in 
the sale of newspaper subscriptions is 
influenced by the number and aggres- 
siveness of competitors, and publishers’ 
interpretation of the desires of adver- 
tisers for depth and breadth of coverage. 
Belief of many publishers that demand 
for newspapers is inelastic has caused 
competition for subscriptions to turn on 
factors other than price. Publishers differ 
concerning what proportion of revenue 
should come from circulation but seldom 
does circulation revenue exceed one third 
of total revenue and often it constitutes 
only one fourth or less.?* There is some 
tendency to obtain circulation “at any 
cost” since it is necessary to secure ad- 
vertising. 


*7 Information obtained through personal interview 
with confidential source. 

8 Circulation revenue constituted 36.2 per cent of 
total revenue of all newspapers in 1909, declined to 25.7 
per cent in 1929, increased in 1939 to 36.2 per cent and 
declined to 33.5 per cent in 1947. Computed from data, 
Census of Manufactures: 1947, MC27A, Newspapers, 
Periodicals, Books and Miscellaneous Publishing, Table 
6-A, p. 8; Census of Manufactures, 1909. 


Elasticity of demand for newspapers 
tends to increase as the distance from 
the point of publication increases. Since 
publishers desire circulation in suburban 
areas non-price competition tends to be 
more prevalent in rural districts and 
suburban towns than in the city of publi- 
cation. 

Some Consequences of Non-Price Com- 
petition in Sales of Newspaper Subscrip- 
tions. Consequences of non-price com- 
petition in newspaper subscription sales 
are obscured because of insufficient ac- 
counting data. Advertising and sub- 
scription rates are not necessarily higher 
because of the costs of the inducements 
offered to consumers. To the extent that 
circulation promotion induces more com- 
plete utilization of existing plant or 
brings about the adoption of a larger 
and more efficient plant production 
costs tend to decline. Use of induce- 
ments—other than price cutting—facili- 
tates expansion of newspaper circulation 
in more distant areas or intensifies 
coverage in more concentrated areas. 
In some instances it has led to acquisi- 
tion of “waste” circulation for which 
the advertiser was unwilling to pay and 
which was unprofitable to the publisher. 
Subscription prices of newspapers have 
remained stable for long periods, ap- 
parently a cause rather than a conse- 
quence of non-price competition. A con- 
sequence of combination subscription 
sales and delivery of the Indianapolis 
News and other Indiana dailies—other 
than facilitating penetration of the News 
into Indiana towns—was the obvious 
decline of competition for circulation 
between the News and the contract 
newspapers. 


Advertising Promotion 


Services to Advertisers. Services to ad- 
vertisers are legion but usually are tem- 
pered by the degree of local competition. 
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Most usual services include use of ad- 
vertising matrix services, copy and lay- 
out service, and merchandising service. 
Normally newspapers provide these serv- 
ices without extra charge but often limit 
them to advertisers under contract. 
Non-metropolitan newspapers almost 
universally purchase syndicated adver- 
tising matrix services for use of local 
advertisers.?* These services include pre- 
pared advertisements for a wide variety 
of merchandise and service establish- 
ments, complete with illustrations in 
matrix form. With some revision of this 
syndicated material local advertisers are 
able to prepare advertisements for their 
own use. Illustrations of merchandise, 
although not exact, may be reproduced 
without the expense of engravings. De- 
spite obvious limitations these services 
are most helpful to small advertisers. 
The number of daily newspapers 
offering copy and layout service to ad- 
vertisers is unknown, but it is known to 
be more common in smaller cities where 
retail stores do not have full time ad- 
vertising personnel or employ advertis- 
ing agency service. During 1949 the 


Milwaukee Yournal made a survey of 


43 daily newspapers which operate copy 
and layout service departments.*® This 
survey showed that among those 43 
dailies copy and layout service staffs 
ranged from 1 to 5 persons. Staff mem- 
bers combine the talents of advertising 
copy writers, layout, and artists. News- 
papers make no charge for the service 
but 53 per cent of them charge for art 
work and 70 per cent charge for engrav- 
ings. 

Merchandising service includes the 
assistance which newspapers extend to 
national (general) and in some instances 
local (retail) advertisers. This service 


29 Cf, Lund, op. cit., Ch. 9. 
30 “Extent of Ad Copy Service Described in 43-Daily 
Survey,” Editor and Publisher, 82: 5, August 13, 1949. 


consists of two divisions, research and 
aid; and has a dual purpose, the retention 
of old or established accounts and the 
securing of new accounts. 

During the nineteen twenties mer- 
chandising services became so extensive 
in competitive cities that the Newspaper 
Advertising Executives’ Association for- 
mulated standards of practice in an 
effort to control the scope of this com- 
petition. The standards include:* 


First, to study the local markets and trade 
territory and be able to report intelligently 
thereon for national and local advertisers. 

Second, to furnish such information for 
prospective advertisers and to make market 
investigations which may be general in scope 
and applicable to many accounts, but to in- 
sist that the identity of the proposed adver- 
tiser be made known before reporting the in- 
formation compiled on a specific line. 

Third, to endeavor to educate the dealer in 
better merchandising methods and to insist 
that advertised goods be offered or furnished 
customers rather than “just as good” substi- 
tutes. 

Fourth, to encourage adequate merchan- 
dising by supplying data, maps, route lists, 
etc., to the trade, for the use of salesmen of 
the manufacturer or advertiser who has made 
a bona fide contract for advertising space. 

Fifth, to decline requests for service that 
are clearly not within the province of a news- 
paper, such as selling goods or other canvass- 
ing, or the payment of bills for printing post- 
age on letters, broadsides, etc. 


Factors Affecting Non-Price Competi- 
tion in Sales of Newspaper Advertising. 
The nature and scope of services news- 
papers render advertisers are influenced 
by policies of management, size and 
resources of unit, and number and ag- 
gressiveness of competitors. The object 
of service to advertisers obviously is to 
increase sale of advertising space with- 
out cutting prices. For this reason such 


3t Thayer, op. cit., p. 192. 
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activity is found in monopoly as well as 
competitive cities. 

In competitive cities publishers are 
inclined to match or exceed services 
offered by rivals. During 1948 more 
than 1,000 newspapers (almost 60 per 
cent of all daily newspapers) were listed 
as providing merchandising services to 

advertisers.*? Since competition remains 
in only slightly over 100 cities it is quite 
clear that advertising services are not 
restricted to competitive cities. Exist- 
ence of radio stations and other sub- 
stitute media in monopoly cities influence 
the extent of service. 

Sales promotion not only is conducted 
by individual newspapers at a local and 
national level** but on a cooperative 
basis as well. The more than 800 mem- 
bers of the Bureau of Advertising, an 
adjunct of ANPA, represents cooperative 
effort of the daily newspaper industry to 
sell the newspaper as an advertising 
medium in competition with other 
media. The rise of the radio industry 
during the nineteen thirties and the rapid 
increase in radio advertising expendi- 
tures stimulated the Bureau’s activities. 

Consequences of Non-Price Competi- 
tion in Sales of Newspaper Advertising 
Space. Non-price competition in the sale 
of newspaper advertising space leads to 
sales promotion activities (personal sell- 
ing and services to advertisers). Success- 
ful employment of sales promotion tends 
to maximize sales of advertising space 

ing Offering Merchandising Coopera- 
” Editor and Publisher International Year Book, 
jan 82: 290-292, January 31, 1949. 

% Individual newspapers solicit local advertising 
through their local advertising sales staff while ad- 
vertising agencies and national advertisers are solicited 
by publishers’ representatives who normally have 
offices in New York, Chicago, and one of the west coast 
cities. Larger newspapers have individual representa- 
tives at the national level while groups of small dailies 
are represented by one firm of publishers’ agents. News- 
papers assist their national representative by advertis- 


ing in trade journals and by sending direct mail mate- 
rial to advertising agencies and national advertisers. 


in monopoly cities at rates estimated to 
maximize revenue. In competitive cities 
sales promotion may tend to be mutually 
neutralizing if rivals offer comparable 
services with comparable skill, or it may 
increase the total amount of advertising 
space sold. Services provided local ad- 
vertisers especially serve to reduce pro- 
duction costs because of more efficient 
preparation of advertising copy and lay- 
outs. Local market information provided 
national advertisers may encourage in- 
creased purchase of advertising space in 
newspapers published in that market, 
or merely lead to increased total costs 
without appreciable increases in revenue. 
Personal selling and services provided 
advertisers may or may not lead to 
increased total costs and may or may 
not lead to higher advertising rates in 
an imperfect market. Expenditures for 
sales promotion, however, always result 
in higher total costs than under condi- 
tions of pure competition. Under pure 
competition “the individual firm is pro- 
ducing most effectively and without sell- 
ing costs.” 


CONCLUSIONS 


Stabilization of prices, price discrimi- 
nation, and non-price competition con- 
stitute broad behavior patterns prevalent 
in the American daily newspaper in- 
dustry during the 40 year period covered 
by this study. Such behavior is char- 
acteristic of the imperfect competition 
in our twentieth century economy. Shar- 
ing the market (control of output 
through agreement or tacit recognition 
of output and markets of competitors) 
and price leadership (where prices of the 
majority of firms in an industry conform 
to the announced price by a recognized 
leader), both of which are common in 


% Edward Chamberlin, The Theory of Monopolistic 
Competition. (Cambridge: Harvard University Press, 
1938), p. 166. 
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several contemporary industries, do not 
appear important in the daily news- 
paper industry. The localized character 
of markets served by most newspapers, 
coupled with the preponderance of local 
monopoly (one-newspaper cities), either 
minimizes the advantage or rules out the 
expediency of price leadership and shar- 
ing the market. Appraisal of the influ- 
ence of newspaper trade associations on 
competitive practices of newspapers is 
not feasible because public records are 
not available. 

Sales of newspaper subscriptions and 
advertising space are both characterized 
by rigidity of rates and discrimination 
in prices. The rivalry which remains in- 
volves chiefly what has been char- 
acterized as “non-price competition.” 
Since variations in the elasticity of de- 
mand among different groups of buyers 
and different buyers makes price dis- 
crimination possible and profitable, it 
appears that publishers believe this true 
concerning buyers of advertising space 
and subscriptions. Non-price competi- 


tion is preferred to price competition by 
publishers presumably because of the 
greater risks of price competition. Per- 
sonal selling and services to subscribers 
and advertisers (non-price competition) 
prevails in both monopoly and competi- 
tive cities, although it is more prevalent 
in the latter. In competitive cities, non- 
price competition often became so in- 
tense that exit of marginal newspapers 
was hastened through outright suspen- 
sion or amalgamation. 

As the number of daily newspaper 
competitive cities declined, there tended 
to be fewer premium offers to subscribers, 
and more frequent use of insurance and 
magazine combination offers because of 
the perpetual character of such induce- 
ments. Organization of the Audit Bureau 
of Circulations in 1913 appears to have 
influenced publishers to offer fewer pre- 
miums to subscribers, because the char- 
acter of circulation promotion of ABC 
members is reported to advertisers, who 
tend to discount circulation acquired 
through “high pressure” methods. 
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Marketing Notes 


A NOTE ON “CONSUMER ACTIONS AND NONPROFIT 
CO-OPERATION” 


N A recent essay,! Dr. Donald F. 

Blankertz advances a new theory of 
consumption which he thinks is neces- 
sary to explain marketing phenomena in 
which consumers exert more than the 
minimum effort in purchasing (for exam- 
ple, buying food for a week in advance 
at cash-and-carry supermarkets and per- 
forming the transportation and storage 
that this involves), or assume responsi- 
bilities of enterprise in connection with 
their purchasing (for example, main- 
taining active membership in consumers’ 
co-operatives).? It is the purpose of this 
note to take exception to both the 
reasoning and the conclusions of the 
essay in question. The note is divided 
into three parts. The first presents a 
summary of Blankertz’ theory. The sec- 
ond points out the logical fallacy that 
I see in his reasoning. The third deals 
with the economic nature of consumers’ 
co-operatives. 


I. SumMARY OF BLANKERT2’ 
THEORY OF CO-OPERATIVES 


The problem.—Economic theory fails 
to recognize as a category of economic 
activity the “expenditure of time, effort, 
and funds by consumers to make their 
consumption possible.’ 

The premises—1. “Consumers and 


1? Donald F. Blankertz, “Consumer Actions and Con- 
sumer Non-profit Co-operation,” Chapter 10 in Cox 
and Alderson, editors, Theory in Marketing (Chicago: 
Richard D. Irwin, Inc., 1950), pp. 163-177. 

Ibid., p. 163. 

Ibid., p. 163. 


households seek to maximize want satis- 
factions”; and 2. “consumption involves 
economic actions, specifically the partial 
performance of all marketing functions 
except selling.’ 

The method.—Blankertz builds his 
theory of consumption by examining 
how far consumers can go in performing 
the marketing functions for themselves. 
The extreme degree would be to join 
with other households to establish an 
organization to do their purchasing for 
them and to perform the service at cost. 


He thinks of such a purchasing organiza-: 


tion as a glorified common pantry and 
establishes five conditions that “would 
seem to be essential to the existence of 
a consumer organization that would al- 
low the collective or co-operative per- 
formance of true consumer actions.’ 
They are as follows:® 


1. A voluntary organization which con- 
sumers may join or leave when they 
choose. 

. An organization that is “a part of the 
free enterprise economy” in which it 
exists. 

. “Ownership and control must reside 
wholly in the patron members.” 

“The organization must be controlled 
democratically by its patron members.” 

. “Patron members should ‘pay’ their 
organization only the cost of goods plus 
the services actually performed.” 


He then examines the economic nature 
Ibid., p. 174. 


5 Tbid., p. 168. 
6 Ibid., pp. 168-169. 
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of a true consumers’ co-operative. A 
summary of his finding is presented at 
the beginning of Part III. At this point 
his theory of the co-operative as a dis- 
tributor will be summarized with perti- 
nent quotations. 


The theory of the co-operative as distributor. 
“From these premises it was concluded that 
consumer actions may be extended indi- 
vidually and co-operatively without neces- 
sarily becoming productive and profitmaking 
in nature. If this be granted, then pure logic 
will support the extension of this activity 
into the fields nominally called retailing, 
wholesaling, and manufacturing.” 


Blankertz observes that common sense 
rejects the inference that under his 
theory consumption would be allowed 
“to swallow up all of economics.” 


“The apparent logical contradiction can 
be resolved if we consider the purchase by 
a co-operative patron (even if it be an ac- 
counting transaction and not a true purchase 
and sale) as the boundary for pure consump- 
tion acts. All other actions of the co-operator 
member and his organization can be con- 
sidered as a special form of distributive ac- 
tivity or as quasi-consumption actions. The 
legal entity, the co-operative, is a realization 
of the maximized household; but neither the 
legal entity nor the physical store is a house- 
hold in fact, nor do they perform pure acts of 
consumption. The true co-operative, never- 
theless, remains as a new and distinctive 
form of enterprise, nonprofit in nature and 
closely identified in all its actions with con- 
sumption,”® 


II. THe Concept or THE HousEHOLD 
Cannot IncLUDE Any SELLING 
FuNCcTION 


Blankertz is bothered by the realiza- 
tion that common sense rejects the in- 
ference that the pure logic of his theory 
allows “‘consumption to swallow up all 
of economics.” The logical contradiction 


7 Tbid., p. 174. 
8 T[bid., p. 175, italics his. 


in his theory is not merely apparent. 
It is real and arises from his failure to 
respect his own boundary between con- 
sumption and production. When he ex- 
tends consumer actions to include sell- 
ing activities, he crosses from consump- 
tion into production, or, as I prefer to 
say, from consumption into business. He 
makes a mistake in logic when he at- 
tempts to extend the concept of the 
household as a purchasing and consum- 
ing unit to other institutions that are 
purchasing and selling units. 

Apparently he fails to recognize the 
significance of one characteristic of the 
consumer’s purchase that distinguishes 
it from all previous transactions. This 
distinguishing characteristic is the fact 
that the consuming unit does not re- 
cover its costs through the subsequent 
resale of the goods and services that it 
acquires. Whenever goods are acquired 
for resale, the transaction is a business 
transaction and the criterion of a success- 
ful business purchase is whether or not 
the goods can be resold for enough to 
cover the cost of the goods and the serv- 
ices that accompany their sale. This is 
true of consumer owned and controlled 
businesses which are operated for maxi- 
mum service to members, because they 
must recover their costs or else incur 
operating deficits, just the same as busi- 
nesses under any other form of owner- 
ship. Maximization of services to mem- 
bers is reflected in the sales income of the 
consumer owned and controlled organi- 
zation as an expression of the willingness 
of the members to avail themselves 
voluntarily of the goods and services 
that it supplies. On the other hand, the 
consuming unit does not resell the goods 
that are acquired for consumption. The 
criterion of a successful consumer pur- 
chase is whether or not the consumption 
of the goods yields the users more satis- 
faction than any practicable alternative 
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expenditure of the money. 

The logical confusion is clearly re- 
vealed in the statement, “The legal 
entity, the co-operative, is a realization 


’ of the maximized household; but neither 


the legal entity nor the physical store is 
a household in fact, nor do they perform 
pure acts of consumption.” The concept 
of maximization relevant in this context 
is the maximization of consumers’ satis- 
faction. As long as Blankertz admits 
that a co-operative is not a household 
and does not perform pure acts of con- 
sumption, then how can he assert that 
the legal entity is a realization of the 
maximized personal satisfactions of its 
constituent members? Instead of being 
an end in itself (the realization of con- 
sumer satisfactions), the co-operative is 
the means by which the constituent con- 
sumer members seek to achieve their 
ends. They choose to go into business for 
themselves in the expectation that they 
can operate the business in their own 
interest with greater satisfaction of 
their consumer needs than they can 
secure by patronizing businesses which 
are operated by third parties. 

If my position is correct, it determines 
the point of view from which we examine 
the economic nature of a consumers’ 
co-operative association. The relevant 
point of view is not that of a household, 
or a combination of households, but 
rather that of a business operated by 
householders. 


III. Co-operRATIVE ENTERPRISES 
ARE PRIVATE BUSINESSES 
OPERATED FOR PROFIT 


In contrast to my position, Blankertz 
attempts to demonstrate that con- 
sumers’ co-operative associations are 
fundamentally different from the cus- 
tomary form of business enterprise. The 
core of his argument is summarized in 
the four quotations that follow: 


1. “The co-operative entrepreneur either 
is non-existent, or he is a personality far dif- 
ferent from the one economists have recog- 
nized in corporate affairs. In so far as the 
entrepreneur is fundamental to ordinary 
private enterprise, to that degree the true 
co-operative is an institution extraordinary, 
an economic unit different from the profit- 
making firm.® 

2. “‘... if co-operators be capitalists, they 
are a special breed of special economic signifi- 
cance. In so far as the ordinary relationship 
of capital, control and rewards are funda- 
mental to private enterprise, to that degree 
the true co-operative is differentiated from 
proprietorship, partnership and corpora- 
tion,””!° 

3. “In short, the identity of risk-bearing 
and profits is abolished in the true co-opera- 
tive. It is the member, as consumer, who ulti- 
mately bears those risks that brings the bene- 
fits of any price advantage that may result 
from her buying. Any housewife does as 
much. The concept of profits is not needed to 
explain this phenomenon.” 

4. In conclusion, the ideal or true co-opera- 
tive is a new and distinct form of economic 
organization, nonprofit by nature, and to be 
recognized as different from private enterprises 
in its economic, legal, and social implica- 
tions,” 


These points of Blankertz’ arguments 
will be referred to by number in the sub- 
sequent discussion. 

1. Entrepreneurship.—Although Blan- 
kertz searches in vain for the entrepre- 
neur in co-operative enterprises, it is my 
opinion that his problem is no different 
than attempting to identify the entrepre- 
neurs of the American Telephone and 
Telegraph Co. or any other corporation 
of long standing and widely distributed 
ownership. He identifies three functions 
of entrepreneurship, namely: risk-bear- 
ing, management, and innovation, then 


[bid., p. 172. 
10 [bid., p. 173. 
Tbid., p. 174. 
12 [bid., p. 174, italics his. 
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searches for them in consumers’ co- 
operative business.” 

Risk-bearing.—Blankertz correctly at- 
tributes some risk-bearing to the patrons 
and customers as “they individually 
and severally bear risks, since a residue 
of marketing actions, including risk- 
bearing, is their normal lot as con- 
sumers.”* However, I suggest that co- 
operators also voluntarily assume the 
risks of corporate ownership in addition 
to the normal risks of consumers and 
they do so in the hope of getting certain 
benefits which they choose to take as 
consumers. They can make this choice 
because of the identity between patrons 
and owners in the ideal consumers’ co- 
operative. 

Risk is inherent in any business trans- 
action because costs cannot be pre- 
dicted accurately in advance. Therefore, 
for successful business operation, prices 
need to include a margin to cover the 
probability of unfavorable variations in 
costs. Viewed in this light, the operating 
surplus of a consumers’ co-operative is 
not a mere accounting overcharge that 
is corrected by patronage refunds; the 
existence of a positive difference between 
income and expense is just as necessary 
for the survival of a consumers’ co-oper- 
ative as it is for the survival of business 
enterprises operating under any other 
form of private ownership in a price- 
directed economy. 

Management—The management of 
most consumers’ co-operative associa- 
tions is delegated to professional special- 
ists just as it is in most other kinds of 
corporations that have widely diffused 
ownership. As owners, the members of 
a consumers’ co-operative association 
ideally should be prepared to exercise 
democratic supervision over their elected 
representatives who in turn control the 

18 Thid., p. 171. 

Thid., pp. 171-172. 


hired management. Again the expected 
reward for this vigilance is improvement 
of the owners’ situations as consumers. 

Innovation.—Identification of the indi- 
viduals who are responsible for innova- 
tion in widely-owned corporations is a 
problem that has baffled economists. It 
leads one into the recently developed 
realms of sociological study regarding 
the influence of individuals upon each 
other in group situations. It is sufficient 
to note here that the real innovators are 
those dynamic persons who get ideas 
and successfully induce others to help 
execute them. The difference between 
co-ops and other business organizations 
does not lie in identifying the source 
and describing the process of innovation. 
Instead, the difference lies in the motive 
and reward for innovation. In the ideal 
co-operative, the benefits of innovation 
are expected to go to the owners as 
consumers and not as producers. Con- 
sequently I challenge the implication 
that Blankertz draws from his assertion, 
“But consumers are not entrepreneurs.’ 
Consumers can become entrepreneurs 
in a consumers’ co-operative association 
in just the same way that they can be- 
come stockholders of any other kind of 
corporation. The difference lies in the 
fact that they elect to assume co-oper- 
ative ownership and its attendant ele- 
ments of entrepreneurship under condi- 
tions that are designed to create an 
identity between patronage and owner- 
ship and to distribute the benefits of 
ownership and entrepreneurship in pro- 
portion to patronage. 

2. Capital—With respect to the func- 
tion of capital Blankertz makes the fol- 
lowing observation, “Co-operative capi- 
tal thus resembles ownership capital in 
relation to risks, but resembles loan 
capital in relation to rewards.’”* This is 


1% Blankertz, op. cit., p. 172. 
6 Thid., p. 173. 


| 
| 


r 
- 
é 
5 
| 
E 
4 
q 
| 
4 
ig 


THE JOURNAL OF MARKETING 


461 


correct. The rewards are distributed in 
proportion to patronage, because owners 
and patrons are identical and ownership 
has been assumed in order to further the 
members’ interests as consumers. It is 
the identity of patronage and ownership 
that creates whatever “special economic 
significance” may be attributed to co- 
operators as a “special breed” of capital- 
ists.17 

3. Profits —In discussing profits Blan- 
kertz writes, “Whatever the true eco- 
nomic nature of the co-operative is, it 
has owners, risks are involved, and sur- 
pluses normally result from operations. 
The conclusion might therefore be drawn 
that profits necessarilv exist, their man- 
ner of distribution being the only differ- 
ence between a co-operative and a cor- 
poration. Because the fundamental eco- 
nomic arrangements and motives are 
different, such a conclusion seems un- 
warranted.”48 I agree wholeheartedly 
with the first two sentences that have 
just been quoted and disagree with the 
third. The difference in the economic ar- 
rangements and motives exists in the 
relationship between the business or- 
ganization and its owners and patrons. 
In the case of co-operative businesses, 
the owners and patrons are supposed to 
be identical and the motive for owner- 
ship is to further their economic interests 
as patrons. This means furthering their 
economic interests as consumers. In the 
case of ordinary business corporations, 
the owners and patrons are not presumed 
to have any connection with each other 
and the motive for ownership is to fur- 
ther the owners’ economic interests as 
capitalists. This means furthering their 
economic interests as producers. The 
fundamental difference between con- 
sumers’ co-operatives and ordinary busi- 
ness is one of motivation. The co-op is 


Ibid., p. 173. 
18 Ibid., p. 173. 


supposed to serve the interests of con- 
sumers directly as its primary purpose, 
and the profits of the business are de- 
voted directly to this purpose. The ordi- 
nary business corporation is expected to 
serve the interests of consumers too, but 
this purpose is secondary. Honest and 
efficient service to consumers is presum- 
ably the most effective means of serving 
the owners’ primary purpose of making 
profit on their investment. 

As a business functioning in a price- 
directed economy, a co-operative busi- 
ness is fundamentally the same as any 
other business. To be sure, it has peculiar 
advantages and disadvantages arising 
from the identity of patrons and owners 
and from peculiarities of co-operative 
philosophy,'*® but these do not affect the 
fundamental controls that govern the 
success or failure of any private enter- 
prise in a price-directed economy. It 
must have capital, owned and borrowed, 
with which to acquire productive re- 
sources. It must use these resources to 
produce salable products and services. 
It must sell its wares to voluntary pur- 
chasers for more income than was ex- 
pended in producing them. Business 
profit is essential to business survival in 
a price-directed economy. Positive prof- 
its are the reward for relative success in 
marshalling productive resources in the 
service of consumers, and losses (negative 
profits) are the penalty for relative 
failure. 

I have reason to think that Dr. Blan- 
kertz is too thoroughly indoctrinated in 
traditional value and distribution theory 
to be disposed to dispute the strategic 
importance of positive and negative 


1 L. C. Kercher, V. W. Kebker, and W. C. Leland, 
Jr.; R. S. Vaile, editor, Comsumers’ Co-operatives in the 
North Central States (Minneapolis: University of 
Minnesota Press, 1941), pp. 76-78. 

A. M. Carr-Saunders, P. S. Florence, and R. Peers, 
Consumers’ Co-operation in Great Britain (London: 
George Allen and Unwin, Ltd., 1938), pp. 477-482. 
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differences between business income 
and business expense in the allocation 
of productive resources. My argument 
arises because he follows traditional co- 
operative doctrine to argue that the dis- 
position of these differences between in- 
come and expenses changes their nature 
so profoundly that capitalistic terminol- 
ogy becomes inappropriate and mislead- 
ing. On the other hand, I follow tradi- 
tional economic theorizing to argue that 
the nature of profits is determined by 
their origin and not by their disposi- 
tion.”° 

4. Conclusion—The previous argu- 
ment is designed to clarify one point, 
namely, that the distinction between 
the profits of a co-operative and an ordi- 
nary business arises when this surplus 
passes from the business to its owners. 
The owner of a consumer’s co-operative 
regards his patronage refund as a saving 
on the purchases he has made. The owner 
of an ordinary corporation regards his 
dividends as income. The distinction 
arises, then, fundamentally because pa- 
tronage and ownership are identical in 
the case of the ideal consumers’ co- 
operative. My reason for questioning the 
profound significance of the distinction 


20 A, C. Pigou, “Co-operative Societies and Income 
Tax,” Economic Fournal, XXX, No. 2 (June, 1920), 


Pp. 157- 

“But to decide that the proceeds of mutual trade are 
not profit from income tax point of view when they are 
distributed in dividends on purchases and are profits 
when they are not so distributed, is to make the nature 
of these proceeds depend, not on their origin—which is 
clearly the proper test—but on their destination, which 
is no test at all.” 


arises from the observation that con- 
sumers’ co-operatives have to make prof- 
its and pay out patronage refunds in 
order to be successful and hold their 
membership just as much as ordinary 
business corporations have to make prof. 
its and pay dividends.” 

So far as economic motivation is con- 
cerned, a consumer joins a co-operative 
association for the purpose of securing 
material advantages as a consumer. The 
most tangible of these advantages is 
patronage refunds.” This is essentially 
selfish and acquisitive motivation and 
therefore is entirely in harmony with the 
motivation that is presumed to activate 
a price-directed enterprise economy.” 


Vant KEBKER 
Ohio Wesleyan University 
Delaware, Ohio 


%t Carr-Saunders, et al., op. cit., p. 117. Percy Red- 
fern, The New History of the CW.S. (London: J. M. 
Dent and Sons, Ltd., 1938), pp. 257, 439. 

2 J. Baker, L. Olds, C. E. Stuart, R. Hood, C. V. 
Gregory, E. C. Bates, Report of the Inquiry on Co. 
operative Enterprise in Europe. 

1 suggest parenthetically that a consumers’ co- 
operative may need to make a larger rate of profits as a 
percentage of sales than an ordinary retail business in 
order to pay dividends that will satisfy its owners. For 
purposes of illustration, let us assume some figures 
selected to represent modestly successful retail opera- 
tion. A retail business has invested capital of $40,000, 
makes sales of $100,000, earns a profit of $3,000, and 
pays dividends of $2,000. In a co-operative business, 
the owners would be paid a patronage refund of 2 per 
cent on their purchases. In an ordinary business, the 
owners would be paid a dividend of 5 per cent on their 
investment. I make bold to advance the unverified 
personal opinion that 5 per cent on investment is more 
likely to be regarded as a satisfactory rate of return 
than is 2 per cent on purchases, 


REJOINDER 


IFFERENCES in theorizing, as is well 
known, arise primarily from dif- 
ferences in assumptions, not in syllogis- 
tic exercise. Although Dr. Kebker says 
he attacks my reasoning, he, in fact, 


merely is sticking tenaciously to his own 
premises. 

The following excerpts serve to 
show his underlying assumptions: 
“Therefore for successful business oper- 
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ation prices need to include a margin 
to cover the probability of unfavorable 
variations in costs. Viewed in this light, 
the operating surplus of a consumers’ 
co-operative is not a mere accounting 
overcharge. .. . Consumers can become 
entrepreneurs. ... Honest and efficient 
service to consumers is presumably the 
most effective means of serving the 
owners’ primary purpose of making prof- 
it... fundamental controls that govern 
the success or failure of any private 
enterprise in a price directed economy.” 

To Dr. Kebker, obviously, any busi- 
ness, including any organization whose 
physical and accounting acts make it 
look like an ordinary business, must by 
definition be profit making. This may 
be true; but to assume it rather than 
prove it makes theory sterile. Moreover, 
it leads in Dr. Kebker’s hands to con- 
fusion between theoretical validity and 
existing practices. Viewed in the light 
that pigs is pigs, residuals are profits. 
Truisms, however eloquent or complex, 
are truisms, and do not advance knowl- 
edge. Service to consumers is not the 
same as ‘self-service’ 4y consumers. 
Moreover, to say that a consumer can 
become an entrepreneur is to recognize 
alter-egos of economic man; but to say 
that a consumer is an entrepreneur is to 
make hash of basic economic terminol- 
ogy. These points are less obvious than 
they seem. I believe Dr. Kebker has 
missed them. 

I enjoy Dr. Kebker’s valiant attacks 
on the straw men of my analogies— 


analogies used in lieu of new abstract 
terminology. I grant him most, if not 
all, his reasoning. But I cannot see that 
he has beaten the basic bush of premise 
to any purpose. 

I tried to be explicit about my as- 
sumptions. I believed that the observed 
facts showed that consumer actions 
(except for selling) are very similar to 
business actions but without being the 
same thing or violating the concept of 
“consumer.” I assumed that theory 
would allow (and history support) the 
extension of such acts of consumption 
into fields nominally accepted as the 
domain of profit-making business but 
without consumers being entrepreneurs. 
I believe the theory cannot be toppled 
on the basis of attacks on reasoning. The 
logical extension of this consumption 
theory does lead to an apparent dilemma; 
so, too, does the logical extension of the 
economic theory of production. Either 
one swallows the other. 

I would suggest that those interested 
in this argument wrestle hard with 
basic terminology and with proper gen- 
eralizations from observed facts for 
creating premises. Economic theory has 
failed to deal adequately with the facts 
of consumption that lie all about us. So 
has Dr. Kebker. So, quite possibly, have 
I in my judgment of the nature and 
meaning of consumer actions and of the 
theory they support. 

Donatp F. BLANKERTZ 
University of Pennsylvania 
Philadelphia, Pennsylvania 


EVALUATION OF CENSUS TRACTS* 


N THE constitution of the American 
Marketing Association marketing is 
defined as ‘‘ . . . those business activities 


* An address before Census Tract Committee of the 
American Statistical Association in Chicago, Dec. 29, 
1950. 


involved in the flow of goods and services 
from production to consumption.” Thus 
we are concerned with a wide range of 
business operations at manufacturing, 
wholesaling, and retailing levels as per- 
formed by marketing managers in the 
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pursuit of profits for their enterprises. 
Census tracts are described by the 
Census Tract Manual’ as follows: 


“In current practice, each tract ordinarily 
contains a population between 3,000 and 
6,000. The tracts are permanently estab- 
lished, so that comparisons can be made from 
year to year and from Census to Census; 
they are laid out with a view to approximate 
uniformity in population and with some re- 
gard for uniformity in size; and each is de- 
signed to include an area fairly homogeneous 
with respect to race, national origin, eco- 
nomic status, and living conditions.” 


Consumer goods only will be discussed 
here because tracts are too small for 
reporting of industrial market data. 

Treatment of the subject will be di- 
vided into three main parts: (1) con- 
sideration of area analysis generally in 
marketing, (2) evaluation of census 
tracts as an aid to marketing manage- 
ment, and (3) some thoughts on pro- 
moting greater business use of tract 
data. 


Tue Piace or AREA ANALYSIS 
IN THE MANAGEMENT OF 
MARKETING OPERATIONS 


The marketing manager is dealing 
basically with three major variables— 
(1) sales volume, (2) gross margin, and 
(3) marketing expenses. Since most 
companies sell more than one product 
line and since gross margins usually vary 
between products, the marketing man- 
ager has an opportunity to control con- 
tribution to profit by trying to achieve 
the most desirable balance between 
lines in the light of market opportunities 
and selling expenses. Area analysis can 
contribute significantly to this effort by 
pointing out sales opportunities and 
methods for saving expenses without 
loss of selling effectiveness. 


1 Third Edition, January 1947, U. S. Bureau of the 
Census, Washington, D. C. 


To simplify matters, we shall speak 
only of a single product, recognizing, of 
course, that the typical company is 
concerned with several lines of products. 
Assuming that the product is properly 
designed and priced, the essence of 
marketing consists of moving it over 
space in the right quantities and at the 
right times to locations which are con- 
venient to consumers, and in preparing 
the minds of consumers and middlemen 
so that purchase is made as easy and 
acceptable as possible. Inasmuch as 
population is unevenly distributed geo- 
graphically, it becomes clear that we 
must have some way of breaking up the 
total market into sub-parts and of 
evaluating each sub-part as to its market 
opportunities. 

With products which have been on 
the market for many years and which 
are aggressively promoted by many 
producers, industry sales in each area 
would be a very useful measure. Un- 
fortunately, such figures are rarely avail- 
able even for large areas and they are 
almost non-existent for small areas. As 
a substitute, various other measures of 
market opportunities based on income, 
ownership of various commodities, and 
other social and economic data have 
been developed. Without going into 
detail here as to methodology, it may be 
pointed out that they are based on the 
assumption that capacity to consume 
is related to certain series of data which 
are available for all areas. This assump- 
tion does not always hold and these 
measures, while very useful, are neces- 
sarily crude. At times it has been pos- 
sible to refine these techniques through 
multiple correlation analysis when ade- 
quate base sales data are available. 

Although industry sales is a very 
useful measure when it can be secured, 
it must be recognized that as we move 
away from well-established products 
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which have been on the market for a 
long time toward newer products, less 
and less reliance can be placed upon 
industry performance as a measure of 
market opportunities. We know, for 
example, that a very spotty market de- 
velopment can occur. In such circum- 
stances, a greater share of reliance must 
be placed upon measures of market 
opportunities based upon various series 
of economic data. 


UsEeFuLNESS OF CENSUS TRACTS 
TO THE MARKETING 
MANAGER 


The usefulness of census tracts to the 
marketing manager will be tested by 
asking two questions: 


(1) Is tract information adequate for 
market measurements and other ana- 
lytical purposes?, and 

(2) Can changes in marketing activities 
actually be made to adjust to the dif- 
ferences found through tract analysis? 


In order to limit the broad field of 
marketing to manageable proportions, 
the answers to these questions will be 
focused on opportunities for improving 
efficiency of the marketing mix, both in 
total and in its various elements, and 
on a determination of the types of 
marketing organizations which would 
find Census Tract data most useful. 


(1) Is Tract Information Adequate for 
Market Measurement and Other Ana- 
lytical Purposes? 


The census tract information for the 
1950 Census consists basically of popula- 
tion and housing data, and is listed below 
under three table headings. Those items 
indicated by an asterisk represent a 20 
per cent sample. 

In addition, for all cities in the South 
and cities in the North and West with 
10,000 or more non-whites a table show- 


ing characteristics of the non-white 
population will be published. Data will 
be given separately by tracts when 
non-white population exceeds 250. 

As has just been pointed out, industry 
sales volume is an excellent measure of 
market opportunities for products which 
have been on the market for some years 
and which have been aggressively pro- 
moted. A good starting point, therefore, 
is to consider what information will be 
reported by Census Tracts which is 


TABLE 1, CHARACTERISTICS OF THE PoPuULATION, 
sy Census TRACTs: 1950 


1. Total population 

. By sex 

. By white (native and foreign born) and non-white 

(negro and other) 

4. “Number of married couples (with and without own 
households) 

5. *Families and unrelated individuals 

6. Number of households (population in households 
and per household) 

7. Institutional population 

8. *Years of school completed for persons 25 years old 
and over (by intervals for grade school, high school, 
and college; median school years reported) 

g. *Residence in 1949 for persons 1 year old and over 
(same as 1950, different house same county, differ- 
ent county, or abroad) 

10. *Income in 1949 for families and unrelated in- 
dividuals (by 14 size groups topped by $10,000 and 
above; median income 

11. Country of birth of the foreign-born white (by 27 
different countries or areas) 


Tape 2. Ace, Maritat Stratus, anD Economic 
CHARACTERISTICS, By Census TRACTS: 1950 


1. Age of all classes, male and female (under 1, 1 and 
2, 3 and 4, by five-year breaks to 85 and over; 21 
years and over) 

2. Age of whites, male and female (by five-year breaks 
to 75 and over) 

3. Age of non-white (same as white) 

4. Marital status of persons 14 years and over, male 
and female (single; married; widowed or divorced) 

5. Employment status persons 14 years and over 
(total labor force; employed civilian labor force in 
private industry, government, self-employed, un- 
paid family workers; unemployed civilian labor 
force; not in labor force) 

6. Major occupation group of employed persons 14 
years and over (by 11 major groups) 
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TaBLe 3. CHARACTERISTICS OF DweELiinc Units 
sy Census TRACTS: 1950 


1. Dwelling units (total; owner and renter occupied, 
non-white numbers; vacant, non-seasonal, not 
dilapidated, for rent or sale; other vacant and non- 
residential dwelling units) 

2. Type of structure (by seven size classes of dwelling 
units 

3. a and plumbing facilities (no hot water, no 
private bath, or dilapidated; no running water or 
dilapidated) 

4. *Year built (by 4 date groups) 

5. Number of persons in dwelling unit (by seven size 
groups; median number) 

6. Persons per room (1.00 or less; 1.01 to 1.50; 1.51 or 
more) 

7. *Heating fuel (by central heat and non-central heat 
for coal or coke, gas, liquid fuel, other fuel) 

8. *Refrigation (mechanical, ice, and other or none) 

9. *Television (with and without) 

10. Contract monthly rent (by 10 size classes between 
$10 and $150 and more; median rent; average rent) 

11. Value of one-dwelling unit structures (by seven size 
classes between under $3,000 and $20,000 or more; 
median value) 

12. Mortgage status owner occupied units (mortgaged 
and not mortgaged) 


somewhat comparable to industry sales. 
On the 20 per cent sample basis there 
are data on type of heating fuel by 
homes with central heat and those with- 
out central heat, data on home refrigera- 
tion, and data on television. The first 
two have been on the market for a long 
time; this information is of great value 
in planning salesmen’s territories, ana- 
lyzing advertising, and other things of 
this character. The supplier of household 
fuel is very much interested in the num- 
ber of dwelling units with central heat 
and in the types of fuel which are being 
used. 

The refrigeration data indicates simply 
ownership of a mechanical refrigerator 
versus an ice refrigerator or no refrigera- 
tion, but do not indicate the age of the 
refrigerator and, therefore, provide only 
an indirect approximation of industry 
sales. 

Television is a really new product but 
its acceptance has been so rapid and 


widespread in areas where adequate 
transmission facilities exist that these 
figures will be of the greatest interest 
to the television industry and to the 
entire marketing profession. The in- 
formation on dwelling units, their type 
and condition is somewhat analogous 
to the commodity data just discussed, 
especially for owner-occupied dwellings. 

The remainder of the data in Tables 
1 through 3 relate to characteristics of 
the population and characteristics of 
dwelling units. The marketing manager 
is very much interested in data on in- 
come and rent as indicating buying 
power of the population. For some fields 
and some companies there may be well- 
established and proven relationships 
which make the income and rental 
figures a very usable measure of market 
opportunity. The data on education, 
age, and occupational groupings would 
also be useful for certain kinds of com- 
modities. 

Many of the series would be tiseful in 
establishing criteria for socio-economic 
classes and for grouping of census tracts 
by such classes. 

In any attempt to cover the broad 
field of marketing, it would be difficult 
to make any definitive judgments on 
the adequacy of Census Tract informa- 
tion. I think it is correct to say, however, 
that the information reported is in 
sufficient detail so that many marketing 
people should be able to make effective 
use of it in constructing measures of 
sales opportunities for their products, 
for conducting correlation analyses, and 
in designing experiments. Such measures 
or analyses may perforce be rather crude 
when judged by some yardsticks. Yet 
whenever they serve to narrow the area 
within which the manager must use his 
unaided judgment, they are worthwhile 
(assuming, of course, that the cost is 
reasonable). 
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(2) Can Changes Be Made in Marketing 
Activities to Adjust to Census Tract 
Differences? 


No matter how well census tract 
statistics may measure the size of the 
market or varying characteristics of the 
market by tracts, they are of no use to 
the marketing manager unless he can 
adjust his complex mix of marketing 
effort to these differences. This adjust- 
ment could be in quantity of effort as 
related to market potentials both in 
total and by particular elements, in the 
selling appeals used, in the methods 
employed to communicate these appeals 
to people, in the distribution policy 
followed, in sales promotion methods, 
and the like. 

Because the marketing mix for a 
typical company is very complex, this 
analysis will deal only with the major 
elements of salesmen, advertising in its 
most important forms, and sales pro- 
motion devices. These elements will be 
grouped into (1) those possessing the 
greatest amount of flexibility, (2) those 
with an intermediate degree of flexi- 
bility and (3) those with the least 
amount of flexibility. 

The most flexible marketing elements 
in adjusting to census tract variations 
are direct mail advertising and certain 
uses of salesmen. Direct mail adver- 
tising can be changed both in quantity 
and selling appeals to known differences 
between tracts, provided mailing lists 
are arranged by tracts. One direct mail 
house in Cleveland has done this by 
using the census tract street indexes and 
maps. In this way they can furnish 
selective mailing according to various 
economic groupings of tracts. Direct 
mail also lends itself to low cost ex- 
perimentation, especially where it is 
used for mail order selling. 

When companies are engaged in house- 
to-house selling, salesmen’s territories 


are small and knowledge of market 
potentials by census tracts is valuable 
in outlining territories with approxi- 
mately equal opportunities. Also, it has 
been found worthwhile by some com- 
panies to adjust the personality of sales- 
men to certain definite population char- 
acteristics even at the cost of occasional 
discontinuities in territories and conse- 
quent higher travel cost. 

Distribution policies calling for manu- 
facturer-to-retailer selling provide flexi- 
bility for salesmen in selection of outlets 
and tailoring of promotional work with 
these outlets. As will be pointed out 
later, however, one limitation here is 
that the trading area of a retail store is 
not necessarily coextensive with the 
census tract in which it is located or of 
contiguous census tracts. 

Manufacturers who distribute through 
the wholesaler-retailer channel also have 
some flexibility in use of salesmen. The 
salesmen contacting wholesalers can ad- 
vise with-them as to effect of census 
tract variations upon the retail outlets 
which are to be sold in terms of types 
and densities of retail distribution and, 
building upon these decisions, to advise 
as to efficient size territories for whole- 


salers’ salesmen. Also many manufac- : 


turers employ missionary salesmen who 
work with retail outlets to secure most 
effective promotion of their brands. This 
offers an opportunity to vary promotion 
work according to locations of retailers 
as well as to arouse retailers to sales 
opportunities in their immediate neigh- 
borhoods. 

Thus, substantial flexibility to adjust 
the salesman element in the marketing 
mix to census tract variations is pos- 
sessed by manufacturers selling direct to 
retailers, house-to-house selling manu- 
facturers, and wholesalers. To a lesser 
degree, there is similar flexibility for 
manufacturers using missionary sales- 
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men who conduct merchandising work 
with retail outlets, as well as regular 
salesmen who call on wholesalers and 
work with them to improve their 
efficiency. 

In the middle range of flexibility in 
adjusting to census tract differences are 
found point-of-sale advertising, transit 
advertising, some types of outdoor ad- 
vertising, and various sales promotion 
devices, such as couponing, sampling, 
contests, and the like. 

Window displays, counter displays, 
and floor displays in retail outlets can 
be designed for particular neighborhoods 
though this, of course, raises their unit 
cost. Knowledge of most effective point- 
of-sale types for given neighborhoods, 
however, would have to be based either 
upon an experimental program in dif- 
ferent tracts coupled with store sales 
audit procedures or upon the less scien- 
tific but more feasible practice of sur- 
veying typical individuals with suitable 
techniques to secure their reactions to 
various point-of-sale material under con- 
sideration. 

Outdoor advertising of the usual 
poster plant variety in which the manu- 
facturer buys a certain size showing 
with no choice as to individual board 
locations is not at all flexible. However, 
it is possible to have painted signs and 
smaller posters put at designated loca- 
tions. 

In many cities transit advertising is 
semi-flexible in adjustment to census 
tract differences, through purchasing 
space on selected bus, trolley, or subway 
routes. However, this is clearly less 
flexible than either point-of-sale or out- 
door painted signs and small posters. 

Sales promotion devices such as cou- 
pons, sampling campaigns, sales con- 
tests, and the like are moderately flexible 
at the consumer and retail level. Cou- 
pons which have a cash value when 


turned into a store may be found to 
have substantially higher redemption 
rates in some population groups than in 
others, and may, therefore, be a more 
efficient method for sales promotion in 
these areas than in other areas. There 
are, however, real administrative diff- 
culties in making adjustments very pre- 
cisely. 

One basic difficulty encountered in 
attempts to adjust any element in the 
marketing mix at the retail store level 
is that census tracts, while they tell 
where certain types of people live, can- 
not tell where these people purchase 
their goods and services. This is par- 
ticularly true with the growth of large 
supermarkets and what seems to be a 
present trend towards establishment of 
important shopping centers at which 
there may be a considerable variety of 
stores and to which people may travel 
from considerable distances. A promo- 
tion limited to the stores located nearest 
to homes in selected census tracts may 
reach only a portion of the population 
living in these tracts. 

Among the least flexible elements in 
the marketing mix are newspaper, maga- 
zine, radio, and television advertising. 
Newspapers and magazines build up 
their circulations through a variety of 
means. These circulation patterns reflect 
both the effectiveness of the circulation 
building effort and the editorial appeal. 
By correlating circulation by census 
tracts with market measurements by 
census tracts, it is possible to learn the 
extent to which circulation parallels 
market opportunities. However, there 
is no flexibility in adjusting such circula- 
tion to market opportunities except in 
the sense that some other newspaper or 
magazine may be found which will more 
closely parallel the market. In actual 
practice, a combination of several news- 
papers or magazines may be sought 
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which will provide maximum corre- 
spondence with market opportunities. 
Radio is different in that with the 
almost universal ownership of radios and 
reasonably strong signals in city areas, 
the individual program can build its 
audience to a greater extent than the 
station builds its audience. Stations can 
build a following by careful programing 
but not in the same way that a news- 
paper or magazine can. Furthermore, 
there are no very satisfactory ways of 
assigning such station “circulation” as 
may exist to census tracts. Such flexi- 
bility as there is, therefore, lies more in 
the chance of selecting programs which 
will appeal to the largest number of 
potential prospects in a market or to 
particular classes of prospects, and there 
can be no real geographic adjustments. 
Very much the same considerations 
may be said to apply to television al- 
though it must be recognized that tele- 
vision is a dynamic field and that new 
sets have been added at a rapid rate 
during 1950. How far this has changed 
the basic geographic patterns in exist- 
ence at the time the Census was taken 
is difficult to say, but it is a factor 
which must be weighed carefully. 
The discussion so far has been in 
terms of manufacturers or wholesalers 
selling over a substantial area. It is 
true, however, that the same general 
considerations apply to local enterprises 
of a manufacturing, retailing, or service 
character. Census tract data can be of 
considerable help, at least as the first 
step, in studying various possible loca- 
tions for a new retail store by revealing 
the number and characteristics of popu- 
lation living in tracts nearby to these 
locations. A department store or other 
retail store can spot its customers by 
census tracts and learn more about the 
kinds of people to whom it is appealing 
as well as those to whom it does not 


seem to appeal. Newspapers find the 
data very useful in analyzing their cir- 
culation and in presenting such in- 
formation to present and potential ad- 
vertisers. The Washington Times-Herald, 
in addition to this type of analysis, 
spotted new car registration by census 
tracts. Similarly, magazines have on 
occasion made such analyses and made 
a virtue of their selective circulation to 
certain income groups, usually the higher 
levels. Still other magazines have made 
their claim to fame through coverage 
of the working classes, and could prove 
this through tract analysis. 

Other types of users would be the 
service establishments in a city, such as 
laundries, dry cleaners, banks, real 
estate operators, etc. Public utilities 
have always been among those who have 
made fairly good use of tract data, 
although in some cases these geographi- 
cal units are too large and use may be 
made of block information. 


Retail Trade Areas 


Information will be tabulated for some 
cities by retail trade areas consisting of 
groups of census tracts. These figures 
will be taken from the 1948 Census of 
Business and will relate to retail trade. 
Where the number of stores is sufficient 
a considerable breakdown of stores and 
sales by kind of business will be possible. 
For many cities this will be the first time 
that retail sales data have been available 
by areas, and they should be very 
valuable in indicating relative impor- 
tance of different kinds of stores. These 
data would also be of very considerable 
use to the research worker in marketing 
who is seeking fundamental relationships 
underlying marketing phenomena. 

In thinking of these retail trade 
groupings, however, it must be re- 
membered that they do not represent 
the areas in which people live who 
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trade in a particular center. They are 
only geographic groupings of retail 
stores. Furthermore, the outlining of 
these areas is complicated by the fact 
that they have to follow census tract 
boundaries; census tracts were not laid 
out, except accidentally, to be good re- 
tail trade areas. Thus, in Boston, we 
have faced the problem of several tracts 
coming together in the center of a retail 
area, with the consequent necessity of 
including the entire set of tracts in the 
area, whereas it would have been de- 
sirable to have a trading center entirely 
located within one tract. Despite these 
limitations, however, it is my belief that 
these additional data will be very useful 
where they are available. They should 
serve as a yardstick to manufacturers 
and wholesalers in various lines of 
business in measuring their own geo- 
graphical sales distribution and_indi- 
cating opportunities for improved effi- 
ciency. 


Promotinc More 
Use or Census Tract 
INFORMATION 


Marketing managers as a group have 
not been overly figure-minded. Past 
experience, seasoned judgment, and a 
species of intuition have governed too 
many marketing decisions. Yet there is 
evidence that interest in the factual 
approach is growing as may be seen 
from the increase in membership of the 
American Marketing Association from 
§00 in 1937 to over 4,000 today. 


EQUENTIAL analysis—a war-con- 
S ceived, economical technique of ran- 
dom sampling—has recently aroused 
substantial interest among marketing 
researchers. The new technique is attrac- 


Encouragement in use of census data 
is clearly desirable. One of the obvious 
approaches, of course, is to enlarge the 
local Census Tract Committee to include 
a substantial number of businessmen 
who ought to be using the information, 
or at least to form an advisory council 
which will include a substantial number 
of the business leaders in the com- 
munity. The Census Tract Manual 
points this out very well and it is a useful 
step. 

More than this may be needed. For 
example, might it not be possible for 
the local Census Tract Committee to 
interest the local chapter of the Ameri- 
can Marketing Association in putting on 
an afternoon meeting in which the pro- 
gram is developed around the use of 
information on a local market? It would 
be inappropriate to limit this solely to 
census tract data although, inevitably, 
they would figure heavily in the presen- 
tation and the discussion. As always, the 
case example speaks volumes and it 
might be well to build almost an entire 
program around the presentation of 
actual cases by businessmen which 
would portray precisely how they had 
used such information and the benefits 
they had secured. The attendance at 
such a meeting would have to be pro- 
moted aggressively, especially the first 
time, but a major contribution could be 
made for the business community in any 
city. 

Ross M. CunnincHaM 
Massachusetts Institute of Technology 
Cambridge, Massachusetts 


SEQUENTIAL ANALYSIS IN MARKETING SAMPLING 


tive for two principal reasons: First, it 
offers significant savings over conven- 
tional random sampling procedure in 
the number of observations needed for 
results of comparable significance. Sec- 
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ond, it is a “continuous sampling”’ tech- 
nique in which the cumulative result 
of successive observations is checked 
against predetermined criteria and the 
sampling process can be terminated as 
soon as the required values are obtained. 
The research worker without special 
training in statistics often finds himself 
confused by the technical literature of 
sequential analysis and bewildered by 
the maze of logarithmic expressions, 
operating characteristic functions, and 
complicated equations which are in- 
volved. Since the sequential method can 
be of distinct practical advantage in 
certain classes of market sampling prob- 
lems and something of a dead end in 
others, the decision whether to use se- 
quential methods for a given problem 
and which sequential test to use may be 
critical. For this reason, this paper has 
been designed to acquaint the general 
marketing research worker and market- 
ing executive with the potentialities and 
limitations of the sequential method. 


The General Case for Random Sampling 


Samples are used in marketing re- 
search because they take less time, effort, 
and money to collect and analyze than 
do total enumerations of problem areas. 
When samples are drawn by a judgment 
selection of individual items, the results 
can have no positive proof. Their valid- 
ity is a function of the skill and intui- 


tion of the individual analyst. Similarly, . 


when stratified samples are taken, that 
part of the work which depends on indi- 
vidual value-judgment again has no 
objective proof. Random sampling, on 
the other hand, is based on a developed 
theory of probability which can be tested 
objectively by the statistician. 

The most common demands made of 
random sampling in market research 
are statistics to back up or verify a 
hypothesis or “hunch” about the aver- 


age or total value of a population, the 
dispersion about the average as indicated 
by variance or standard deviation, the 
proportional or percentagewise distri- 
bution of a population with respect to 
some measure or characteristic, and the 
general shape of the distribution of a 
population with respect to some char- 
acteristic. These various measures can 
be computed for a sample and trans- 
ferred, by inference, to the population 
as a whole with given and verifiable 
probability of being correct. 

This probability is simple to calcu- 
late, because statistical experimenters 
have found that random chance follows 
a predetermined pattern. For example, 
in a situation free from the slightest 
chance of outside influence or bias, sup- 
pose that a perfectly balanced coin is 
tossed a thousand times in sets of ten 
tosses each and that the number of 
sets in which one head, no heads, two 
heads, etc., turn up is drawn on a bar 
chart. That chart would probably be 
symmetrical, with most sets having five 
heads and five tails, fewer with three 
heads, very few with no heads. The more 
sets of tosses you made, the more surely 
you would be able to draw a symmetrical 
chart. This chart would picture the so- 
called “binomial distribution” which is 
used to evaluate “‘yes” and “no” answers 
to questionnaires and other sample 
studies where the problem is a simple 
choice between two alternatives. 

Similarly, the means of a series of 
samples taken at random from a homo- 
geneous population would be distributed 
on a chart in a pattern approximating 
the bell-shaped “normal curve.” Vari- 
ances, correlation coefficients, and other 
measures taken from random samples 
follow similar patterns of distribution. 

A study of the areas under these vari- 
ous curves gives the statistician an indi- 
cation of the number of times given 


IG 
ta x 
1e 
le 
ny 
il 
~ 
1- 
al 
‘ 


472 


THE JOURNAL OF MARKETING 


results can be expected at random. If, 
for example, we wish to test the hypoth- 
esis that the average annual sugar con- 
sumption in American families is 100 
pounds per capita, the normal curve 
might be used to interpret sample re- 
sults. If a sample of families shows an 
average consumption of 50 pounds, and 
we know that in a population with a 
mean of Ioo pounds only one per cent 
of the area under the normal curve 
lies farther from the mean than 50 
pounds, we can say that the probability 
of a sample with a mean of 50 being 
drawn from a population with a mean 
of 100 is one chance in a hundred or 1 
per cent. Such a sample would cast 
serious doubt on our hypothesis about 
the whole population. 

Statisticians refer to values associated 
with given probabilities as confidence 
limits, and in the sugar problem 50 is 
the lower 1 per cent confidence limit of 
a population with a mean of Ioo. The 
I per cent is known as the confidence 
percentage. Obviously, values between 
50 and 100 would occur more frequently 
at random, and therefore confidence 
limits closer to the mean are associated 
with higher percentage probabilities of 
occurring at random. 

These two factors—the confidence lim- 
it and the confidence percentage—plus 
a third major factor, the number of ob- 
servations, are the key to interpreting 
random samples. The number of ob- 
servations is important because it in- 
fluences the shape of the curve and 
therefore the relation between confi- 
dence limits and confidence percentages. 
We know, for example, when random 
samples of means are studied, that small- 
er samples give a flatter curve than the 
“normal,” and therefore that a wider 
range of confidence limits is associated 
with any given confidence percentage. 
This is really a technical way of saying 


that you put less confidence in smaller 
samples, and the statisticians’ “t table” 
for testing small samples takes this into 
account. 

In testing market hypotheses, then, 
a conventional random sample tells us 
that for a given number of observations 
there is a given percentage probability 
(confidence percentage) that the result 
in the sample survey plus or minus a 
given amount (the confidence limits) 
gives a range within which the compar- 
able measure for the whole population 
will be found—with the range narrowing 
and the sample giving a clearer basis for 
decision as the number of observations 
increases. 

Since sequential analysis is based on 
the same theory of probability, there is 
no question of it being any more or less 
valid, any more or less accurate. In 
both conventional and sequential ran- 
dom sampling, the purpose is to be able 
to prove or disprove some hypothesis 
with given percentage confidence. Se- 
quential analysis differs in method and 
offers an advantage in economy. 


The Sequential Method 


Sequential analysis is the product of 
the Statistical Research Group of Colum- 
bia University, and arose from wartime 
work on sampling inspection problems. 
Its first applications were in material 
testing and combat experience analysis. 
Since the technique’s declassification 
in 1945 (it was a wartime secret), it has 
received extensive attention in the field 
of industrial production and quality con- 
trol, and growing attention in marketing 
research. Particular interest was aroused 
by Wald’s demonstration! that sequen- 
tial analysis offers savings from 47 to 
63 per cent of the number of observations 


1A, Wald, Sequential Analysis (New York: Wiley, 
1947); P- $7- 
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required by the strongest alternative 
method for testing the mean of a normal- 
ly distributed characteristic over the 
most common range of error percent- 


ages. 
Error percentages should not be con- 


fused with confidence percentages, be- . 


cause sequential analysis goes about 
testing hypotheses in a different way: 
In conventional random sampling, the 
confidence percentages are associated 
with confidence limits and the probabili- 
ties that a random sample from the given 
population could fall at or beyond those 
limits. In sequential sampling, the per- 
centages and the limits are set up in- 
dependently. This makes it a very flexi- 
ble tool, since the researcher can pick 
the limits which fit his problem. For 
example, take the case of a sausage 
manufacturer. His sales manager sug- 
gests that he put more garlic into the 
salami to meet consumer preference. 
The manufacturer argues on the basis 
of his conviction (the hypothesis) that 
no more than two-fifths of the popula- 
tion like a stronger salami. A sequential 
sampling plan is then set up to test the 
hypothesis that 40 per cent or less of 
the population like a stronger salami. 
The limits are the limits of the manu- 
facturer’s business sense. Obviously, if 
only 40 per cent of the consumers prefer 
stronger salami he is not inclined to 
change his product. On the other hand, 
he may decide that if 65 per cent of the 


_ consumers show a preference for stronger 


salami it would be worthwhile to produce 
it; 40 and 65, then, become the limits. 
Two error percentages are involved, be- 
cause there is the chance of making either 
of two kinds of mistake. The percentages 
are generally designated by the Greek 
letters alpha and beta. Alpha is the 
percentage probability of making one 
kind of mistake—rejecting the 40 per 
cent hypothesis when it is really correct; 


beta is the probability of making the 
other kind of error—accepting the 40 
per cent hypothesis when 65 or more is 
the true value. Again, the researcher is 
absolutely free to set his own percent- 
ages as commonsense dictates. If the 
manufacturer in question is less afraid 
of making an error of the second kind, 
but wants to be dead certain about 
changing his hypothesis because chang- 
ing production would be expensive, he 
might set alpha equal to .co1 and beta 
equal to .2; more commonly, the error 
percentages are in the range covered 
by Wald’s economy demonstration— 
from 0.01 to 0.05. 

In conventional random sampling, the 
statistician decides on the desired con- 
fidence percentage, solves for the re- 
quired number of observations in the 
appropriate formula, draws a sample of 
the indicated size for inspection, and 
learns the confidence limits which are 
associated with the percentage chosen. 
Conversely, he may choose the confidence 
limits and learn from his sample the 
percentage probability associated with 
them. In sequential analysis, on the 
other hand, the decision limits and error 
percentages are set up in advance to 
fit the needs of the inquiry, but the re- 
quired number of observations is not 
known until the sampling job has been 
completed. When the requirements of 
the test have been satisfied, the fact 
shows up immediately in the sequential 
test records and the sampling process 
is ended. In conventional random sam- 
pling, the statistician solves for N, which 
is the average number of observations 
expected to be required. In sequential 
sampling, N is the specific number of 
observations needed, with one less in- 
adequate and one more superfluous. In 
deciding whether or not to tackle a 
problem by the sequential method, the 
N required by conventional sampling 
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is compared with the average expected 
number of observations (commonly ab- 
breviated to ASN) indicated by the 
sequential formulas. The average must 
be used, because the.actual number is 
not known until the job is donc. 

The ASN for any given sequential 
test is based on the concept of an ASN 
function. The ASN function is simply 
the average number of observations re- 
quired for a given percentage error, 
graphed against the various answers 
which a sample might give to the prob- 
lem in question. Usually a very high or 
very low indication in the sample gives 
useful information about a population 
with very few observations, while the 
in-between results require more obser- 
vations before they can be used with 
equal assurance. For example, in testing 
the hypothesis that half the readers of 
the JOURNAL OF MARKETING have had 
training in statistics, a random sample 
of 50 readers which turns up no statis- 
ticians casts the same doubt on the hy- 
pothesis as a sample of 5,000 of which 49 
per cent were statisticians. 

The ASN for a given problem can be 
calculated from formulas which relate 
the critical limits and the alpha and beta 
chosen by the researcher. An ASN lower 
than the N indicated for a conventional 
random sample of the same population 
is generally the go-ahead sign for sequen- 
tial analysis. One drawback is that since 
ASN is an average the actual number of 
observations required may go as high 
as three times the number expected, 
and occasionally beyond. In case a se- 
quential sampling process goes up to 
three times the ASN without giving a 
clear-cut answer, the rule of thumb is to 
stop sampling right there and accept 
whatever general indications may be 
present in the records. This gives an an- 
swer and prevents the process from going 
on interminably, but loses the precise 


error percentages with which the study 
was planned—and therefore the desired 
probability that the sample give a valid 
indication for accepting or rejecting the 
hypothesis. In such a case, the only 
consolation is that a conventional ran- 
dom sample would probably have been 
just as inconclusive. 

When the ASN holds out good prom- 
ise of sequential economies, sampling 
is begun. The results can be cumulated 
in either a table or a graph, and are 
interpreted in terms of another curve 
called the OC (operating characteristic) 
function. The OC curve is obtained 
when you chart the probability of ac- 
cepting a hypothesis against the various 
possible values which might really exist. 
In testing the hypothesis that a given 
proportion of some income class reads 
Newsweek, for example, the OC curve 
charts the probability of accepting the 
hypothesis for various possible propor- 
tions of Newsweek readers in that in- 
come bracket. The OC curve is deter- 
mined by the acceptance and rejection 
limits and probabilities of error of both 
kinds chosen by the analyst. 

Since the purpose of taking a sample 
in the first place is to be able to prove 
or disprove some hypothesis about the 
population with some given probability 
of error and no more, the OC curve is 
the key to interpreting sample results. 
Based on the theory of the OC function, 
formulas have been worked out which 
give appropriate acceptance and rejec- 
tion figures against which the sampling 
observations are checked. 

Sequential analysis, then, involves the 
following steps: (1) Computing the ASN 
to compare with the N required by a 
conventional random sample, to decide 
whether sequential analysis would be 
an economical approach; (2) computing 
series of acceptance and rejection num- 
bers based on the limits and error per- 
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centages chosen, and on which the final 
decision will in turn be based; (3) the 
sampling operation proper. 

At any given time, the sampling proc- 
ess can indicate one of three decisions. 
If the cumulative result to date equals 
or exceeds the rejection number, the 
hypothesis under test is rejected and the 
test is over. If it equals or falls below the 
acceptance number, the hypothesis is 
accepted. If it falls between the two, 
continued sampling is indicated. Once 
the acceptance and rejection formulas 
have been computed, it is routine arith- 
metic to figure out the acceptance and 
rejection numbers for any given number 
of observations. These can be plotted 
conveniently on a chart in advance, with 
the cumulative results of successive ob- 
servations entered as they are computed. 
A glance at the chart will indicate the 
progress of the sample, and the instant 
the cumulated observations reach ac- 
ceptance or rejection the test is con- 
cluded and further sampling is needless. 


Applications 


Sequential analysis can be applied to 
several classes of marketing problems. 
The clearest case is that of a simple 
two-way decision. As in the salami prob- 
lem, when the data being studied can 
fall conveniently into a simple two-way 
classification such as good or bad, affirm- 
ative or negative, one number or a sec- 
ond number, and when the goal of the 
test is also two-way—either to accept 
or reject a hypothesis—the problem falls 
into the binomial class and a simple, 
straightforward sequential test can be 
used. Many questionnaire problems fall 
into this class. The method can also be 
applied to binomially-distributed data 
where a more complex decision such as 
the double-dichotomy case (acceptance 
or rejection of one of two alternative 
hypotheses) is involved. Roughly com- 


parable sequential tests can be used 
where the sample measures defects per 
unit and the goal is to see if a level or 
standard has been exceeded (a case well- 
adapted to quality control problems 
and based on a relative of the binomial 
called the Poisson distribution), and 
with some modifications in testing vari- 
ance and standard deviation. 

Testing hypotheses about values of 
the mean is based on more complicated 
procedure. The sequential method is 
easier if the variance of the population 
being sampled is known, or if a good 
estimate is available from previous 
studies. Testing the mean when the vari- 
ance is unknown involves a more com- 
plicated formula, but tables have been 
worked out which relieve the market 
analyst of this burden. 

Detailed discussions of actual working 
methods are readily available today. 
Ferber’s Statistical Techniques in Market 
Research? contains a condensed discus- 
sion of sequential analysis, several exam- 
ples of applications to marketing prob- 
lems, and a few working tables. The 
basic working manual—unfortunately 
with no specific reference to marketing 
analysis—is Sequential Analysis of Statis- 
tical Data: Applications, a \ooseleaf 
manual complete with all the necessary 
working tables and a simple treatment 
of the underlying theory, which is avail- 
able with periodic revisions and supple- 
ments from the Columbia University 
Press. 

These sources, however, can only indi- 
cate that a problem is mathematically 
appropriate for sequential analysis. The 
question of practicability raises different 
problems. In the long-run routine fac- 
tory inspection processes where sequen- 
tial testing was first applied, the process 
can be carried on easily because of the 


2 New York: McGraw-Hill Book Company, 1949. 
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homogeneity of the items being tested. 
Acceptance and rejection numbers can 
be printed on a daily or weekly inspec- 
tion form, and the actual recording be 
reduced to a clerical operation. Sequen- 
tial analysis also holds promise for sim- 
plifying audit and inventory problems. 
The general area of the consumer survey 
is another promising field, and applica- 
tions may widen as current sequential 
procedures are simplified and new tests 
are created. Work is now going on to 
adapt sequential analysis to problems 
of estimating values as well as testing 
hypotheses, but in few cases does mar- 
keting research promise the routine na- 
ture of industrial testing. 

Whether performed by individual 
businesses, specialized agencies, uni- 
versities, or Government, the typical 
marketing research project demands ad- 
vance budgeting of time, staff, and funds. 
Notwithstanding its economies, sequen- 
tial analysis is definitely mot adapted to 
rigid advance budgeting—especially in 
fields where the lack of pretests or pre- 
vious research makes even the general 
nature of the population unknown. 

The general setup of marketing re- 
search projects also makes for a problem. 
It is often hard to keep close tabs on a 
field staff, and some economy will prob- 


ably be lost whenever this means group- 
ing observations on a weekly, or even a 
daily basis. There is also a personnel 
problem. Full sequential economy means 
terminating the investigation at a mo- 
ment’s notice when the Nth observation 
has been recorded. This may mean dis- 
missing interviewers and winding up 
clerical and tabulating operations with 
little or no notice. Further, if the project 
is budgeted on the basis of average 
sample number and the requirements 
turn out to exceed the ASN estimate, 
there is need for flexible budgeting. 

In summary, sequential analysis can 
facilitate marketing research because it is 
more economical than conventional ran- 
dom sampling. Some economy is general- 
ly lost in grouping observations. Even 
the most promising economies are pre- 
dictable only on an average basis and 
may prove disappointing in any indi- 
vidual study. With these limitations in 
mind, the marketing research worker can 
make profitable use of sequential analy- 
sis in random sampling in those cases 
where the data conform to sequential 
requirements and the project can be set 
up on a sufficiently flexible basis. 

ARMAND PETER RUDERMAN 
International Labour Office 
Geneva, Switzerland 


STANDARD BREAKDOWNS FOR POPULATION DATA 


Eprror’s Note: The following has been issued as a 
joint recommendation of the American Association of 
Advertising Agencies, the American Marketing As- 
sociation, and the Association of National Advertisers. 
Participation of the American Marketing Association 
in the project was through the Marketing Research 
Techniques Committee, Hans Zeisel, Chairman, 


LL organizations which conduct mar- 
ket and media research are en- 
couraged to adopt these Standard 
Breakdowns in order that their surveys 


may be compared with Census data and 
with each other, and thus be of greater 
value to all users. The recommended 
Standard Breakdowns which follow will 
meet the needs of most studies involving 
population statistics. 

In certain cases where comparable 
studies have been conducted over a 
period of years, it may be helpful to 
users of such research if previous break- 
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downs are continued in order to show 
trends, but in such cases, it is urgently 
recommended that breakdowns which 
conform with these Standards should 
also be provided and shown together 
with the previous breakdowns. 

If broader breakdowns are desired be- 
cause of a particular survey’s purpose— 
or are required because of limited sample 
size—the horizontal rules between vari- 
ous sets of points in each table of recom- 
mended breakdowns will serve as guides 
for making proper combinations. 

If finer breakdowns are required, they 
should be subdivisions of the break- 
downs indicated here and furthermore, 
should correspond with the additional 
finer breakdowns established for the 
Census. It is recognized that because of 
economic and population trends, some 
of the recommended breakdowns may 
need this further refinement in order to 
give a more detailed market picture. 

Any combinations of Census break- 
downs other than those recommended 
in the following Standards should be 
avoided, since groupings such as 20-29, 
30-39—for example—will tend to limit 
comparability rather than extend it, 
which is the primary purpose of these 
Standards. 


1. AGE Groups 


55-64 
65 and over 


NOTES: 
a. Age should be determined by /ast birthday. 


b. Ages of school children may be broken down in 
age groups different from those shown above in ac- 


cordance with the Census as follows: 5-6, 7-13, 14-29. 

c. For some purposes breakdowns of the “under 5” 
group may be desired, although they will not be avail- 
able in all the Census breakdowns. In such cases, breaks 
at “under 3” and “under 1” are suggested. All groups 
should be shown so that they can be combined into 
“under 

2. Income... RENTAL... VALUE 
or Homes 


Application of these categories is not 
so much a classification problem as an 
interviewing problem. However, where 
reliable dollar figures can be obtained, 
the categories below are recommended. 

If economic stratification is achieved 
by other criteria, such as the A, B, C, D 
classification, it is recommended that 
the relative share of each of these groups 
in the population be indicated, if pos- 
sible stating the approximate dollar 
income that divides these groups. 

Another important possibility for clas- 
sification is by equal fractions of the 
population—fifths, or tenths, etc.— 
ranked according to income. Here again, 
it would be desirable to state the dollar 
income levels at the quintiles, deciles, 
etc. 

In combining or comparing different 
geographical areas, differences in price 
levels, especially of realty values and 
rents, should be taken into consideration. 

Income distribution for farm oper- 
ators is not directly comparable with 
the distribution for other groups because 
of the large amount of non-money in- 
come that farmers produce for their own 
consumption: items such as home-grown 
foods and fuels. Rental value of farm 
homes is not readily established, because 
farm homes are usually considered as a 
part of the total farm plant. Therefore, 
a direct comparison of farm and non- 
farm income is not recommended. 

The Census of Housing reports rentals 
only on non-farm homes, and values 
only on single family non-farm homes. 
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A. Income 4. OccuPATION 
under-$1 ,000 Professional and technical workers, non-farm managers, 
$ 1,000-$1,999 officials, proprietors 
$ 2,000-$2,999 Farmers and farm managers 
Farm laborers and foremen 
$ 3,000-$3,999 
Clerical and kindred workers 
$ 4,000-$4,999 Sales workers 
$ 5,000-$6 ,999 Craftsmen, foremen and kindred workers 
$ 7,000-$9,999 Operatives and non-farm laborers ‘ 
$10,000 and over 
sie Service workers, including private household 


1. Indicate whether figures are based on individual 
income, family income, or income per spending unit. 

2. Finer breakdowns should conform to the additional 
Census breakdowns and avoid all others. For example, 
there is no Census break at $7,500. 


B. Rental 


under-$ 20.00 
$ 20-$ 29.99 


30-$ 39.99 
$ 40-$ 49.99 


$ 50-$ 74.99 
$ 75-$ 99.99 


$100-$149.99 
$150 and over 


C. Value of Owner-Occupied Homes 


under-$ 3,000 
3,000-$ 4,999 


$ 5,000-$ 7,499 


$ 7,500-$ 9,999 


$10,000-$14,999 


$15,000 and over 


3. EDUCATION 
No school years completed 


Less than 5 years of grammar school completed 


5-8 years grammar school completed 


1-3 years high school completed 

4 years high school completed 
1-3 years college completed 

4 Or more years college completed 


Unemployed 


Housewives 


Students 


Retired 


Others not in labor force 


5. Communiry 


Rural farm 
Rural non-farm 


Places 2,500-9,999 
Places 10,000-24,999 


Places 25,000-49,999 


Places 50,000-99,999 
Places 100,000-249,999 


Places 250,000-499,999 


Places 500,000-999,999 
Places 1,000,000 and over 


6. REGIONS 


New England (Me., N. H., Vt., Mass., R. I., Conn.) 
Middle Atlantic (N. Y., N. J., Penn.) 


East North Central (Ohio, Ind., Ill., Mich., Wis.) 
West North Central (Minn., Iowa, Mo., N. D., S. D., 
Neb., Kan.) 


South Atlantic (Del., Md., D. C., Va., W. Va., N. C., 
S. C., Ga., Fla.) 

East South Central (Ky., Tenn., Ala., Miss.) 

West South Central (Ark., La., Okla., Texas) 


Mountain (Mont., Idaho, Wyo., Colo., N. M., Ariz., 
Utah, Nev.) 
Pacific (Wash., Ore., Cal.) 
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SOME LIMITATIONS OF 
RUSSELL’S SYSTEM OF 
SALES ANALYSIS 


“A System of Sales Analysis Using 
Internal Company Records” was pro- 
posed by Mr. Jack Russell, writing in 
the April, 1950 issue of THE JOURNAL OF 
MARKETING. Certain types of accounting 
measurements were suggested by Mr. 
Russell. I want to criticize these meas- 
urements in the light of one guiding 
principle: What is the significance of a 
particular measurement in the making 
of a management decision? 


Ratio Analyses 


The six ratios suggested by Mr. Rus- 
sell may be summarized as follows: 


(1) Sales returns divided by gross sales, 

(2) Gross profit divided by net sales, 

(3) Sales expense divided by net sales, 

(4) Advertising expense divided by net 
sales, 

(5) Accounts receivable divided by aver- 
age daily sales on account, and 

(6) Cost of goods sold divided by average 
inventory. 


Ratio analysis as applied to the 
marketing functions suffers the same 
theoretic limitations as ratio analysis 
does in its application to production or 
financial functions; it provides a meas- 
urement of relationships, but the basis 
of the measurement (the denominator 
in the fraction which constitutes the 
ratio) shifts. Furthermore, the ratio 
itself does not explore the logic under- 
lying the business function, but has 
meaning merely insofar as it denotes a 
degree of relationship or a direction in 
which the relationship is moving. Using 
the first ratio listed above to develop an 


example, assume that gross sales in 
1950 are $100,000 and that sales returns 
are $4,000; the ratio is then four per 
cent. This means that for every dollar’s 
worth of merchandise purchased by 
customers, four cents worth were re- 
turned for some reason or other. What 
can the sales manager do with the ratio? 
For one thing, he may compare it with 
the corresponding ratio for the year 
1949, 1948, 1947 and as many years 
back as he cares to go. He may then 
have a time series made up of sales 
return ratios. What can he do with this 
time series? He may look at it and see 
that the ratio went up in some years and 
receded in others, or he may discern a 
trend in these data. A second approach 
might be to compare his four per cent 
figure for 1950 with the 1950 figures of 
other companies, competitors or other- 
wise. A third approach might be to 
speculate what the profit on the income 
statement would have been if the ratio 
had been kept down to two per cent 
instead of four per cent; then the sales 
force could be asked to “shoot at the 
two per cent figure and try to hit the 
bull’s eye,” all of which could be very 
inspiring. However, the sales manager 
would not yet have the answer to the 
following questions which are crucial in 
his decisions and in the decisions of 
certain of the other top managers: Why 
were the articles of merchandise re- 
turned? Was the customer high-pres- 
sured into buying something he could 
not afford? Was there a defect in the 
product? Or conversely, is a high ratio 
of sales returns necessary to increasing 
the volume of sales? Perhaps a woman’s 
ready-to-wear shop should encourage 
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the customer to take several fancy 
dresses home with the understanding 
that she may return any or all if they 
do not meet her second judgment, on 
the theory that the customer may fall 
in love with more of the merchandise 
than would have been purchased in the 
first place. The ratio figure does not 
help to answer any of these or related 
questions. About all that can be done 


of the figures in Table A. What do these 
criteria mean to a sales manager? 

First, should the ratio of salary and 
expenses to sales approach the average? 
If so, then Salesman C with a ratio of 
5.4 is doing a poor job; although his 
compensation is the lowest of the three 
salesmen, his expenses are the highest. 
Should the sales manager demand that 
Mr. C reduce his expenses? If so, it may 


TaBLe A 
Sales Total 
Volume Compensation Travel Meals Entermt. Total 
Salesman A $150,000 $3,600 $ 600 $ 600 $ 300 $ 5,100 
Salesman B 120,000 3,000 500 650 350 4,500 
Salesman C 90,000 2,800 800 750 500 4,850 
Total $360,000 $9,400 $1,900 $2,000 $1,150 $14,450 
Total Call Calls on Calls on New Volume New 
—— Prospects Customers Customers Customers 
Salesman A 1,200 200 1,000 5,000 
Salesman B 1,560 160 1,400 30 3,600 
Salesman C 972 100 872 20 3,000 
Total 3,732 460 3,272 go $11,600 
No. of Days Worked Customers Lost Number of Orders 
Salesman A 250 Io 800 
Salesman B 260 18 700 
Salesman C 243 22 400 
753 50 1,900 


with a ratio is to compare it with some 
other ratio. What is the right ratio, the 
norm? 

Because the general criticisms applied 
to the sales return ratio are criticisms 
which are applicable to all of the ratio 
figures listed above nothing more on 
this topic need be discussed here. 


Analysis of Sales Personnel and Sales 
Territories 

Table A reproduces figures suggested 
by Mr. Russell, while Table B presents 
criteria worked out by him on the basis 


mean that Mr. C could not cover the 
territory he now serves; profitable cus- 
tomers may be lost. Whether the cus- 
tomers are profitable or not depends 
upon a complex set of factors such as 
the incremental costs of the products 
purchased, the incremental costs of 
calling upon a customer or group of 
customers, the competition which may 
be elicited by increasing or decreasing 
the sales effort now being made, and the 
possibility of developing a customer who 
may be more profitable in the long-run 
although he may now be expensive to 
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service. The rise or the decline of eco- 
nomic areas, changing tastes of con- 
sumers in particular regions, and tech- 
nological changes in the products sold 
may complicate the problem of meas- 
uring how good a job Mr. C is doing in 
his territory. A comparison of his ratio 
with those of Messrs. A and B is of rela- 
tively small significance; in fact, the 
comparison may have the negative effect 
of causing bitterness and dissension 
among the various salesmen. 

Secondly, what is the correct average 
number of calls per day? If Mr. C has to 
move on to the next town to find the 


pendent meaning; therefore, the quotient 
has no independent meaning. 

What Mr. Russell calls the “batting 
average” is the number of calls resulting 
in sales divided by the number of calls. 
In baseball, it is usually better to get 
one home run out of three times at bat 
than to get two singles out of five 
appearances in the batter’s box. The 
first case would yield a batting average 
of .333; the second, an average of .400. 
One home run counts more in the final 
score than two singles would ordinarily. 
In selling, the same principle holds but 
there are more variables than there are 


B. Summary or SALESFORCE 


Salary & Exp. 


No. of Sales 


Ad. Calls Av. Cost Ao. Size 

to Sal x No. of Call. 
(p. per Day per Call (p cent) of Sales 
Salesman A 3-5 4.8 $4.25 75 $187.50 
Salesman B 4-7 6.0 2.88 45 171.42 
Salesman C 5.4 4.0 5.00 41 225.00 
Company Av. 4.2 4-9 $3.87 1 $189.47 


next customer to call upon, four calls 
may be a very good day’s work, whereas 
Mr. B may be calling upon six city 
customers during the morning and play- 
ing golf every clear afternoon. Some 
customers require more of a salesman’s 
time than others; some products or 
lines of products require more explana- 
tion than others; older customers may 
require less of the salesman’s time than 
prospective customers, just as older 
products may require less selling effort 
than new ones. Therefore, when a sales 
manager knows the average number of 
calls per day, he has not got a criterion 
but merely a starting point for his 
thinking. 

The average cost per call is a figure 
which suffers all the limitations inherent 
in the figures representing the average 
calls per day and the salesman’s salary 
plus expenses. Neither has an inde- 


on a baseball diamond. The most profit- 
able course of action on the salesman’s 
part may be to call upon certain cus- 
tomers, present or potential, with the 
purpose of maintaining or creating good- 
will, knowing that there is no present 
probability of a sale resulting. A second 
illustration: the salesman may be ac- 
tively demonstrating or explaining a 
new product without the probability of 
immediate sales. And these may be the 
very things which will prove most 
profitable to his company in the long 
run. However, if a sales manager adopts 
the ratio of the number of sales orders 
resulting from a given number of calls 
as a measurement of the salesman’s 
efficiency, that manager may be con- 
tributing to a reduction of future profits. 

The average size of the sales order 
does not measure the profitability of the 
salesman. Nor would this be true if all 
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salesmen took the same number of sales 
orders which had dollar totals varying 
with the particular salesman. Mr. C 
sold orders which averaged $225.00. 
Can it be assumed that the $225.00 
orders were more profitable than Mr. 
B’s orders which averaged only $171.42? 
Before answering this question, we need 
to know the costs associated with the 
customers of B and C respectively. Do 
they pay their bills regularly? Do they 
demand extra services? What are the 
shipping charges which cannot be passed 
on to the customers? What are the in- 
cremental selling costs? the incremental 
production costs of the products sold? 
the sales mixture of the items sold? 


Conclusion 


Mr. Russell’s approaches to the analy- 
sis of orders and of customers suffers 
the same theoretic limitations, men- 
tioned above, which may be summarized 
as follows: 


(a) The measurements are all averages; a 
better key to managerial decisions, 
however, are the marginals or incre- 
ments involved.! (It is not contended 
that the marginal or incremental ap- 
proaches are the final answer. They are 
not.) 

(b) There was a failure to consider the 
meanings of the measurements pro- 
posed; the profit maximization princi- 
ple was omitted. 


What the foregoing comments should 
suggest is that the entire theory of 
conventional cost accounting is inade- 
quate for the solution of the problems 
of marketing management. Limitations 
of conventional cost theory in the field 
of production have been suggested.? The 
principal limitation is that of the joint- 
ness of costs. There is more jointness of 

1 William J. Vatter, “Accounting Measurements of 
Incremental Cost,” The Fournal of Business of the 
University of Chicago, July 1945, p. 145, et. seq. 


? William J. Vatter, “Limitations of Overhead Alloca- 
tion,” The Accounting Review, April 1945, p. 163, et seq. 


costs in marketing than exists in vir- 
tually any production operation. One 
maxim is suggested: 


“Different managerial purposes and 
changing environments impose different 
classifications and evaluations of data, mak- 
ing managerial accounting a multivalued 
calculus.’ 

Rosert H. Warson 
Arkansas State College 
State College, Arkansas 


A MEASURE OF RETAIL 
EFFICIENCY 


The attempt to compare the efficiency 
of retail operations always faces the 
difficulty of incomparable locations and 
the effect of location on the nature of 
pedestrian traffic and on sales volume. 
Two stores with theoretically equal 
managerial efficiency may be expected 
to differ in sales volume and in profit 
because of the different effects of the 
two locations. A frequent measure of 
efficiency in exploitation of retailing 
opportunities has been sales per square 
foot. This measure has sometimes in- 
cluded all space rented by a store, and 
sometimes included only selling space. 
Yet the obvious difference in value of 
store locations makes such a measure 
dubious in accuracy. In fact, all meas- 
ures—such as number of transactions, 
value of transactions, sales per square 
foot, and stock turn—are joint functions 
of managerial efficiency and of the re- 
tailing possibilities of the specific loca- 
tion. 

A measure which promises a more 
precise focus would be one which in- 
cluded both the location factor (roughly 
measured by rent) and retailing results 
(measured by sales per square foot). 
Thus, an index calculated by dividing 
sales per square foot by rent per square 


3 Billy E. Goetz, “Management Planning and Con- 
trol” (Chicago: McGraw-Hill, 1949), p. 269. 
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foot (preferably on an annual base) 
would afford a basis of comparison be- 
tween stores of the same general type 
with adequate allowance made for the 
effect of different locations. 

Obviously, this index implies that 
rental differences measure the differ- 
ences in sales opportunities of various 
retail locations. In the main, rental 
figures are based on traffic counts and 
hunch or judgment. Traffic counts are 
fallible in that the nature of the pedes- 
trian traffic is at least as important as 
its density, and the value of the nature 
of the traffic is not measurable a priori. 
Judgment, in the usual situation, must 
be the sole, or an important part of, the 
basis for determining the rental value 
of retail locations. 

The application of the formula sug- 
gested here may be expected to influence 
rental figures over a period of years. 
Particularly in the case of chain store 
companies where many of the factors of 
management are uniform for the several 
stores, this formula could very directly 
check the suitability of rental rates. 

As long as judgment must play a 
large part in establishing rentals, it may 
be expected that temporary shortages or 
surpluses of retail space in a particular 
market will influence long-term leases 
unduly. But leases made subject to 
adjustment in accordance with de- 
termined standards set by this formula 
will inevitably tend to seek competitive 
levels. 

At present, with rental rates based 
largely on judgment and short-term 
equilibria between demand and supply 
for and of retailing space, this formula 
offers an approximate index for com- 
paring the managerial efficiency of retail 
establishments. As rental rates are ad- 
justed, over a period of time, to a more 
precise measure of the value contributed 
by location per se, this index may be- 
come a precise basis for comparing 


managerial competency between retail 
firms in the same line of business. 


Lawrence C, LockKLey 
New York University 
New York 6, N. Y. 


WATCH THAT DELETION! 


Eprror’s Norte: Paradise and Blankenship indicated, 
in a footnote to the article referred to here, that they 
had taken Britt’s statement “out of context.” 


Unfortunately L. M. Paradise and 
A. M. Blankenship, in the January issue 
of THE JOURNAL OF MARKETING, mis- 
represent my views on depth inter- 
viewing. They indicate that I am one 
of those who “seem to feel that a large 
and soundly constructed cross section 
of respondents is unnecessary.” 

I have never said or implied any such 
thing. 

I did say (in the April, 1950, JouRNAL 
OF MARKETING)—and still say—that “i 
is possible to interview as few as 50 
people with the right questions, and to 
come up with more useful answers than 
by asking 500 or even 50,000 people the 
wrong questions.” But my statement has 
been deleted by the two authors into: 
“Britt says: ‘... it is possible to inter- 
view as few as 50 people with the right 
questions, and to come up with. . . use- 
ful answers.’ ” 

Suppose instead I had said: “It is 
possible to walk as few as 50 feet in the 
right direction, and to come nearer to 
your goal than by walking 500 or even 
50,000 feet in the wrong direction.” 
I hope Paradise and Blankenship would 
not have deleted this into: “Britt says: 
‘,.. it is possible to walk as few as 50 
feet in the right direction, and to 
come... to your goal.’ ” 

If so, they would have missed their 
goal. And so would the walker! 


STEVART HENDERSON BritrT 
McCann-Erickson, Inc. 
New York City 
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Research in Marketing 


ORIN E. BURLEY, Editor 
University of Pennsylvania 


Editorial Staff: R. BartE.s, Ohio State University; Ricuarp M. 
Northwestern University; J. H. Lorie, University of Chicago; J. R. Ric- 
GLEMAN, U. S. Department of Commerce. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the 
respective publishers.—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 

14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 

19. Taxation 
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20. Marketing Theory 

21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Defining and Measuring Radio Audi- 
ences. George Fisk. State College of 
Washington, Bureau of Economic 
and Business Research, Pullman, 
Washington. Bulletin No. 10. October, 
1949. 40 pp.+insert Appendix 36 pp. 
Free. [0.£.B.] 

How should a radio listener be defined? 
After illustrating the current confusion aris- 
ing from different usages of the term, 
“Jistener,” the author offers his own tenta- 
tive suggestions for defining a “program 
listener” and a “station listener.” Written 
primarily for small independent station 
operators in need of audience composition 
figures, the study also raises some pointed 
questions about techniques employed by 
major radio rating services. A complete list 
of measurement methods and their adapta- 
bility for community stations is included. 
Appended is a case study of small station 
listener research. 


1.2 Association of National Advertisers, 
Inc., 285 Madison Ave., New York 17, 
N. Y. “Review of Treasury Policy on 
Advertising from the Tax Stand- 
point.” 18 pp. Free. [0.£.8.] 
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In the light of mobilization and excess- 
profits tax considerations, A.N.A. has re- 
cently recanvassed the situation with respect 
to treatment of advertising for tax purposes. 
In brief, the policy arrived at in 1942 by the 
Treasury Department is still the official 
policy of the government. The government’s 
attitude toward such specific subjects as “‘in- 
creased advertising costs,” “new products,” 
“added lines,” ‘“‘new companies,” etc. are 
dealt with in detail. 


1.3 The Advertising Research Foundation, 
Inc. 11 West 42nd Street, New York 
18, N. Y. “Readership of Newspapers 
During Prewar, Wartime and Postwar 
Years Disclosed in Summary of 138 
Daily Newspaper Studies.” 64 pp. 
[0.E.B.] 


This 64 page report presents for the first 
time satisfactorily comparable readership 
patterns for three chronological eras: prewar, 
July 1939 through December 1941; wartime, 
January 1942 through December 1945; and 
postwar, January 1946 through April 1950. 
In addition, it presents an overall picture of 
the readership of advertising and editorial 
content for all the U. S. and Canadian news- 
papers examined during the entire 11-year 
period. 


1.4 University of Maryland. Bureau of 
Business and Economic Research. 
College Park, Maryland. “Measuring 
Newspaper Readership—Critique and 
Experiment.” [0.£.B.] 


Procedures and conclusions of six “reader- 
ship” studies of weekly newspapers are ob- 
served in this presentation, and evaluations 
attempted. The newspapers are not identi- 
fied in the study because the methods used in 
some of the surveys accept a respondent’s 
statements without evidence; therefore, re- 
sults obtained in more objective studies 
would appear relatively unfavorable to their 
newspapers. In all readership surveys it is 
obvious that (1) choice of reader, (2) selection 
and training of interviewer, (3) choice of the 
particular issue of the periodical, and (4) se- 
lection of interviewing and analytical meth- 
ods must be objective, or the inferences carry 
bias by intent or inadvertence. 


1.5 How Much to Spend on Advertising. 
Joel Dean, Harvard Business Review, 
January, 1951. [J.H.1.] 


Advertising budgets are determined on the 
basis of irrelevant considerations involving 
measurable magnitudes and relationships. 
Economic theory provides a rational basis for 
determining advertising expenditures, but 
the data needed to use this theory have not 
so far been obtained. If sales executives come 
to realize the irrationality of most present 
methods of determining advertising expendi- 
tures, they may come to exert more effort 
and to spend more time and money in secur- 
ing the data needed for a theoretically de- 
fensible (and most profitable) advertising 
policy. 


1.6 The Development of Advertising Appro- 
priation Policy. Roy W. Jastram, 
Fournal of Business, July, 1950. 
[J.H.L.] 


An historical study of the advertising ap- 
propriation policy of selected large-scale ad- 
vertisers indicates that approximately two- 
thirds of these advertisers determine the 
magnitude of their advertising expenditures 
in some “‘mechanistic” way. The mechanistic 
ways in greatest use involve fixing advertis- 
ing expenditures as some percentage of antic- 
ipated sales, of past sales, of some combi- 
nation of past and anticipated sales, or by 
other similar means. Appropriations deter- 
mined in these ways may be based either 
upon dollar volume or upon units sold. 
Only about half as many advertisers deter- 
mine their advertising budget through an 
analysis of the current market with a result- 
ing estimate of the relationship between 
advertising expenditures of different amounts 
and the volume of sales that will result. 

A possible explanation of the prevalence of 
mechanistic means is that management for 
many years has been largely dominated by 
men skilled in production or in finance. These 
men tend to think of advertising as a cost 
with unknown and unknowable conse- 
quences, and have therefore limited its mag- 
nitude to some fixed percentage of sales. The 
use of anticipated sales rather than past 
sales represents a compromise between the 
points of view of men in production and fi- 
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nance and sales executives, who have become 
more prominent in the management of 
American corporations and who are less 
pessimistic about the possibilities of measure- 
ing the results of advertising and hence of 
tailoring it to meet the advertiser’s needs. 


1.7 Advertising Agency Costs and Opera- 
tions. Ira Rubel and Norman Fields, 
Printer’s Ink, November 24, 1950. 
[R.M.C.] 


Advertising agency personnel will find 
this report of 1948 and 1949 cperating ratios 
of some value for comparative purposes. The 
results, classified according to size of agency, 
are based upon a study of questionnaires re- 
turned from some 200 advertising agencies. 
The information presented includes data re- 
lating to billing and agency income, net 
profits, salaries, employees, expenses, serv- 
ices, and charges. 


1.8 How the Big 25 Advertised. Printer’s 
Ink, December 1, 8, 15, and 22, 1950. 
[R.M.C.] 


The media choice of 25 leading advertisers 
during the period 1936 to 1949 inclusive is 
traced in this series of articles making it 
possible to study the over-all trends in six 
major media types as well as the changes in 
media used by specific firms and their com- 
petitors. The detailed comparisons of leading 
advertisers in the food, tobacco, automobile, 
liquor, soap, drug, and toiletries industries 
should prove interesting to marketing prac- 
titioners and teachers and to economists. 


1.9 The New Battle of Brands. E. B. Weiss, 
Printer’s Ink, October 13 through 
December 22, 1950. [R.M.c.] 


Manufacturers of branded merchandise for 
the consumer market may find themselves 
losing market position over the long haul un- 
less they adjust their marketing programs to 
meet the ever growing importance of adver- 
tised brands of large-scale retailers, according 
to Mr. Weiss in this stimulating series of 
eleven articles. 

Retailing has become big business and will 
continue to grow bigger, which makes it 
easier and more profitable for retailers to 


promote their own brands. It is the increased 
promotional effort given retailers’ brands 
that distinguishes this new battle from the 
earlier one. 

Manufacturers need to meet this issue di- 
rectly, rather than focusing attention pri- 
marily on the activities of competing manu- 
facturers. It is necessary to use advertising 
to pre-sell rather than merely pre-interest the 
consumer. It is suggested that P.M.’s and 
display allowances by manufacturers may 
actually finance retailer competition and 
should, therefore, be carefully reconsidered. 

Distribution solely through one type of re- 
tail outlet, such as drug stores, may be 
grossly inadequate in this era of “‘scrambled 
merchandising” or what more descriptively 
might be called “selective inventory diversi- 
fication” on the retail level. Wide-awake 
manufacturers of consumer goods are begin- 
ning to recognize (1) the important changes 
in consumer buying habits that have ac- 
companied more intense inter-outlet compe- 
tition and (2) the incomplete coverage af- 
forded by distribution through a single type 
of retail outlet. They are reviewing their 
product channel policies and reconstructing 
their pipelines to the consumer. 


1.10 Mail-Order Advertising. Printer’s Ink, 
November 10, 1950. [R.M.c.] 


Presenting mail-order advertising as it is 
used by both national advertisers and small 
business men, this feature report is of interest 
to media, agencies, those who are now selling 
by mail and certainly those who assume that 
mail-order selling is a simple and inexpensive 
method of marketing. Quite worthwhile is the 
mail-order check list which follows the re- 
port. 


1.11 Male vs. Female Influence in Buy- 
ing and in Brand Selection, Vol- 
ume II. Fawcett Publications, Inc., 
67 West 44th Street, New York 18, 
N.Y. 35 pp. Free. [0.£.B.] 


The present study is a repeat performance 
similar to the pioneer study conducted in 
1948. Almost 50 products, reflecting the per- 
centage distribution of both purchasing and 
brand selection by sex as reported by hus- 
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band and wife are presented. Methods used 
in the study are explained and a pictorial 
summary of findings is presented. 


1.12 Television Map of the United States. 
Capper Publications, Inc. Topeka, 
Kansas. Free. [0.£.B.] 


This map is based on a study entitled 
“Television As An Advertising Medium” 
published by the U. S. Department of Com- 
merce. The map portrays the principle that 
the more rural an area is, the less likely it is 
to have television service; that in those areas 
where agriculture is the dominant occupation 
television will have its minimum effect. 


2. SELLING—PERSONAL 


2.1 Salesmen’s Compensation in the Drug 
Trade. Harry R. Tosdal and Waller 
Carson, Jr. (Bulletin No. 42, The 
National Wholesale Druggists’ Asso- 
ciation, 330 West 42nd Street, New 
York, New York). Free. [0.£.B.] 


This study covers questionnaire returns 
from 120 service wholesale drug firms repre- 
senting 52 per cent of the membership of the 
National Wholesale Druggists’ Association. 
Subjects discussed in this study are: Section 
I, Use of Compensation Plans; Section II, 
Levels of Earnings of Salesmen; Section III, 
Turnover, Pension Plans, Social Security, 
and Unionization; Section IV, Administering 
Compensation and Expenses; Section V, 
Coverage and Method. 


2.2 University of Texas. Bureau of Business 
Research. Alva M. Clutts and E. L. 
Taylor, Jr. ‘“Salesmen’s Expense Al- 
lowances—Policies of Texas Firms.” 
Business Guide No. 2. 21 pages. Free. 
[0.E.B.] 


Methods of compensating salesmen which 
are workable, fair, and financially practicable 
are the concern of every business firm em- 
ploying salesmen who travel. The survey 
consists primarily of presenting tables based 
on a questionnaire returned by 126 manu- 
facturers and distributors located in Texas. 
The sample was distributed through most of 
the major industry groups. 


3. INDUSTRIAL MARKETING 


3.1 ‘*Market Research: The Coming ‘Must’ 
in Industrial Selling” Terry Arm- 
strong, Sales Management, November, 
10, 1950. [R.M.C.] 


The organization and operation of the 
Rockwell Manufacturing Company’s market 
research department are presented in this 
article. Progressing from the reasons for the 
comparative slowness with which marketing 
research has been accepted by industrial 
goods producers, the reader is given a picture 
of the types of marketing research done by 
Rockwell and finally some specific pointers 
on how to keep the marketing research de- 
partment from being pushed into the back- 
ground. 


11. FOREIGN TRADE 


11.1 The World Market for American Air 
Conditioning and Refrigeration Equip- 
ment, by Eugene Hesz. Business News 

Publishing Co., Detroit 26, Michi- 
gan. 56 pp. [0.£.B.] 


This study presents a picture of the foreign 
markets of the American air conditioning and 
refrigeration industry. Among its other con- 
tributions is the summarizing of import re- 
strictions and foreign exchange regulations 
of over 100 foreign markets governing the 
export of American air conditioning and re- 
frigeration machinery. 


14. RETAILING 


14.1 Retail Inventory Control. Printer’s 
Ink, October 13, 1950; November Io, 
1950, and January 12, 1951. [R.M.c.] 


The importance and methods of retail in- 
ventory control in today’s market are dis- 
cussed in the Printer’s Ink Sales Executives 
Clinic report which brings together the ideas 
of the top sales management personnel of 300 
advertisers. This study is of interest because 
it is current and represents a somewhat dif- 
ferent approach to the subject. The point of 
view of the manufacturer predominates 
rather than that of the retailer. The value to 
the manufacturer in suggesting inventory 
control methods to the retailer, and some- 
times operating them, is clearly brought out. 
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22. GENERAL MARKET STATISTICS 


22.1 Consumer Markets. (Standard Rate & 
Data Service, Inc., 333 N. Michigan 
Avenue, Chicago 1, Illinois.) 888 
pages. Price $5.00. [0.£.B.] 


The new edition is an 888 page volume of 
the latest market data from government and 
other sources for every state, every county, 
and every city of 5,000 or more population, 
for the U. S., Possessions and Territories, 
Canada, and the Philippines. Specially de- 
signed marketing maps are provided for each 
state and for selected cities of 250,000 and 
over population. Data listings report city 
and county retail sales for nine classes of 
outlets, number of retail, wholesale, and 
service outlets, farm and industrial data, 
populations, households, radio homes, 
weekly wages, vital statistics, and qualita- 
tive data. Special articles on population 
trends, agriculture, and economics are in- 


cluded. 


22.2 State University of Iowa. Bureau of 
Business and Economic Research. 
Iowa City, Iowa. “Iowa Basic Data.” 
[R.B.] 


The purpose of the Jowa Basic Data book 
is to provide a readily available source of 
data covering a somewhat longer time period 
than is customary in monthly publications. 
The book also presents along with tables and 
charts a brief description of the nature and 
significance of each of the economic series, 
together with comparative data for the 
United States for most of the series. 

This is primarily a compilation of selected 
economic data from governmental and other 
sources. A few original charts and tables, 
based on estimates of the Bureau, are also 
included. Among the types of data presented 
are the following: general, income, finance, 
manufacturing, construction, trade, and 
agricultural prices, parity ratio, and produc- 
tivity. 

22.3 U.S. Department of Commerce. Bureau 
of the Census. [J.R.R.] 


Census of Business, 1948.—Preliminary 
reports on the 1950 Census of Business for 


Retail Trade, Wholesale Trade, and Selected 
Services are now being released as they are 
completed. 


22.4 U. S. Department of Commerce. Bu- 
reau of the Census. [J.R.R] 


Census of Agriculture, 1950.—Preliminary 
reports on the 1950 Census of Agriculture for 
Farms, Farm Characteristics, and Farm 
Products, 1950 and 1945, are now being 
issued by the Bureau of the Census. 


22.5 U. S. Department of Commerce. Bu- 
reau of the Census. [J.R.R.] 


Statistical Abstract of the United States, 
1950.—The 71st edition presents important 
summary statistics on industrial, social, 
political, and economic organization of the 
United States and includes a representative 
selection from the most important statistical 
publications, 1040 pages. Superintendent of 
Documents, Washington, D. C. Cloth, $3.00. 


23. MARKET AREA STUDIES 


23.1 State University of Iowa. Bureau of 
Business and Economic Research. 
Iowa City, Iowa. “Retail Trading 
Area Analysis, 11 Southwest Iowa 
Towns.” 36 pp. [R.B.] 


The objective of this study was twofold: 
first to compare the present pattern of retail 
trading areas in Iowa with those discovered 
fifteen years ago by the Iowa State Planning 
Board; second, to discover the actual bound- 
aries and the internal characteristics of the 
service areas of Iowa communities in the 
hope that the knowledge might be used in 
better community ‘planning. 

The personal interview technique was 
used to gather primary data for this report. 
Respondent residences were chosen by a 
systematic random method, and the sample 
selected contained Io per cent of all families 
in the area surveyed. The answers received 
from respondents within the composite 
trading area (including both majority and 
minority areas) were analyzed to show the 
share of trade retailed by the trading center, 
the share drawn off by the large trading 
centers, the share attracted by adjacent 
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trading centers, the share that goes to other 
miscellaneous centers or mail order and the 
share absorbed by small towns within the 
trading area. The complete analysis is given 
for each town surveyed. 


23.2 The Trend in Food Sales. Ray B. 
Prescott, Printer’s Ink, December 22, 
1950. [R.M.C.] 


Data on annual food sales for each state 
and the principal counties in each state for 
the census years 1929, 1939, and 1948 with 
an estimate for 1950 are presented together 
with some interpretation of what has hap- 
pened and what can be expected to happen 
in the future. The original estimates and 
forecasts appearing in this article will be of 
interest to marketing people who are con- 
cerned with regional variations in the trend 
of food consumption. 


24. RESEARCH TECHNIQUE 


24.1 Interviewer Bias in the Recording 
Operation. Herbert Fisher, Jnter- 
national Fournal of Opinion and 
Attitude Research, Fall, 1950. [J.H...] 


An experiment has been conducted to see 
the ways in which interviewers bias survey 
results through bias in recording responses. 
The following hypotheses were subjected to 
experimental testing: 

(1) Interviewers record a larger per- 
centage of responses in agreement with 
their own points of view than of responses 
in conflict with their own points of view. 

(2) Interviewers record more responses 
when the responses coincide with the inter- 
viewers’ point of view. 

(3) The greater the interviewers’ motor 
ability to record responses the less pro- 
nounced is the bias that the interviewer in- 
jects. 

(4) Interviewers record more short or 
unusual phrases than less short and less 
unusuai phrases. 

(5) The amount of white space allowed in 
the format of the questionnaire is related to 
the completeness with which interviewers 
record responses. 

(6) Experienced interviewers inject less 


bias than unexperienced interviewers. 

(7) More bias is injected when response is 
equivocal than when it is not. 

(8) Responses will be less completely re- 
corded as the interviewer proceeds through 
the schedule because of the effect of fatigue, 
in spite of offsetting increase in the ability 
of the interviewer because of practice during 
the interview in dealing with a particular 
respondent. 

The experiments were artificial in that 
responses were unnaturally long and equivo- 
cal. The experimenter was the respondent 
and thereby controlled the responses. It was 
thus possible to ascribe differences in the 
responses to the interviewer rather than to 
the response. The evidence was not very 
substantial but it unambiguously suggested 
the confirmation of hypotheses 1, 2, 3, 4, and 
7. The evidence suggested the rejection of 
hypotheses 5, 6, and 8. 


24.2 The Biasing Effect of Interviewer 
Expectations on Survey Results. 
Harry L. Smith and Herbert Hyman, 
The Public Opinion Quarterly, Fall, 
1950. [J.H.L.] 


Much research has been conducted on the 
effect of interviewers on the recorded results 
of interviews. It has been noted that inter- 
viewers have incorrectly recorded responses 
to make the response conform more closely 
to the interviewer’s point of view. Further, 
the responses themselves have sometimes 
been biased because respondents have felt 
some need to conform to the interviewer's 
apparent point of view. An experiment has 
now been conducted which indicates that a 
third kind of interviewer effect is often im- 
portant. Interviewers in this experiment 
recorded responses incorrectly with sufficient 
frequency to diminish the validity of the 
survey data; the cause of the incorrect re- 
cording was a subconscious alteration by the 
interviewer of the response in order to make 
it conform more closely to the expected 
response. These expectations were created by 
certain apparent socio-economic character- 
istics of the respondent or by responses to 
initial questions. Interviewers seem to feel 
that certain structures of responses were con- 
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sistent and probable and that others were 
internally inconsistent and were less prob- 
able. The incorrect recording was more 
noticeable on “lukewarm” or equivocal re- 
sponses. A further experiment showed that 
this “expectation effect”’ was in one instance 
at least a more important source of invalidity 
than the interviewer’s own attitude toward 
the subject of the interview. 


24.3 A Laboratory Experiment in Recording 
in Public Opinion Interviewing. Les- 
ter Guest and Robert Nuckols, 
International Fournal of Attitude and 
Opinion Research, Fall, 1950. [J.H.L.] 


An investigation has been made of the 
amount of simple clerical errors that can be 
expected in recording responses to interviews 
and in the amount and direction of recording 
errors which can be attributed to the atti- 
tudes or beliefs of the interviewers. Clerical 
errors were not found to be associated sys- 
tematically with the attitudes or beliefs of 
interviewers. Nor were the types of clerical 
errors found predictable from the Minnesota 
Clerical Test. The scores of interviewers on 
intelligence tests were highly and negatively 
correlated with the number of recording er- 
rors made. 

Only 24 interviewers were studied. Results 
of this experiment were considered to be 
merely suggestive; very few of the results 
were statistically significant. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Brewing Industry Survey. (Ninth Edi- 
tion, 1950, Research Company of 
America, New York, N. Y.) 198 pp. 
[0.£.B.] 


Trends and developments within an in- 
dustry are of major importance to producers, 
‘heir advertising agencies, and to suppliers 
of raw materials and equipment. For those 
interested in the industry—brewers, ad- 
vertising and sales executives, and other 
manufacturers—this survey provides basic 
and confidential data from a sales, competi- 
tive, consumption, profit, and progress 
standpoint. 


25.2 The Major Electrical Appliance Market 
in Whitman County, Washington. 
George Fisk. State College of Wash- 
ington, Bureau of Economic and 
Business Research, Pullman, Wash- 
ington. April, 1950. 33 pp. Free. 
[0.£.B.] 


This survey of ownership and buying plans 
in non-farm homes was conducted by a 
marketing research class prior to the Korean 
crisis. Its purpose was to measure non-farm 
family ownership of electrical appliances in 
a thinly populated, highly electrified county 
located in the Grand Coulee power area. The 
many tables should prove useful for com- 
parisons with other appliance market- 
saturation studies. 


25.3 U. S. Department of Agriculture. 
Production and Marketing Adminis- 
tration. “Wholesale Poultry and 
Egg Markets in 30 Cities,” Norman 
G. Paulhus. 160 pp. Free. [0.£.8.] 


There is much current interest in market 
improvement. This study deals with market 
facilities and methods as commonly found in 
wholesale markets for poultry and eggs, and 
discusses some of the principles that should 
be followed in improving facilities used for 
the physical handling of these products. 


26. MISCELLANEOUS 


26.1 The Concentration of the American 
Market in Metropolitan Areas. Wroe 
Alderson, Printer’s Ink, October 27, 
1950. [R.M.C.] 


The concentration of population is still on 
the increase and this fundamental charac- 
teristic of the American market has current 
significance. 

The growth in population concentrations 
since 1940 was substantial while the con- 
centration of manufacturing, as measured 
by workers in manufacturing, increased only 
slightly. This suggests that the additional 
growth is based on other than manufacturing 
industry. Services to the consumer and 
business constitute the fastest growing phase 
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of economic activities in the modern metro- 
politan center. 

A significant aspect of the continuation of 
the trend toward concentration of popula- 
tion is that it compels us to face the question 
of whether or not the apparent “flight to the 
suburbs” does not actually represent the 
spreading of population concentrations over 
larger land areas. Marketing research men 
and marketing people generally need to look 
at the facts and interpretations presented 
here, and others as they become available, 
before they conclude that our cities are dy- 


ing. 


26.2 How Temperature Affects Sales. Hans 
Zeisel, Printer’s Ink, November 17, 
1950. [R.M.C.] 


Selected cold beverages were used in this 
study which suggests a method for relating 
changes in sales volume to the outside tem- 
perature chart in the market. The author 
finds that “‘had it not been for the cool sum- 
mer, beer sales would have been about seven 
per cent higher than they were in the sum- 
mer of 1950—assuming the picture in Rhode 
Island was typical.” The data for carbonated 
beverages and iced tea were less satisfactory 
than those for beer, but the indication is that 
both suffered higher losses in sales than beer, 
iced tea losses having been considerably 
greater. 


26.3 University of Texas. Bureau of Busi- 
ness Research. “Disposal of Surplus 
War Plants in Texas,” Fletcher H. 
Etheridge and Stanley A. Arbingast. 
Business Guide No. 3. 10 pages. Free. 
[0.E.B.] 


This brief study describes the growth of 
Texas industry, especially the acceleration 
associated with World War II. The study 
contains a table which summarizes the dis- 
posal of surplus war plants in Texas, clas- 
sified by peacetime product. 


26.4 U. S. Department of Commerce. Office 
of Industry and Commerce. [J.R.R.] 


Selling the United States Market.—This 
guidebook, now in preparation, describes in 
outline fashion how to develop and market 


products in the United States. The booklet 
was prepared by Gustav E. Larson and 
Marshall N. Poteat in the Office of Industry 
and Commerce. Publication is expected at an 
early date. Data for the study were obtained 
from business firms and previously published 
materials of the Department of Commerce. 
The report is designed to provide a practical 
guide for the many new and smaller business 
firms seeking to learn something of the scope 
of the United States market and how goods 
and services are sold and distributed in this 
country. 


26.5 U. S. Department of Commerce. Office 
of Industry and Commerce. [J.R.R.] 


Special Days, Weeks, and Months, 1951.— 
A compilation of special days, weeks, and 
months to be observed in the United States 
during 1951 was released in January by the 
U. S. Department of Commerce. More than 
365 events are scheduled for celebration 
during the year, according to the compila- 
tion. More than 130 special weeks are 
scheduled and legal holidays in the 48 States 
and religious holidays are listed. Compari- 
son of this year’s edition with those of 1950 
and 1949 indicates a rising trend in the 
number of special events promoted and ob- 
served. The increase has been especially 
marked in those designed to promote the 
acceptance and use of particular kinds of 


merchandise. “Special Days, Weeks, and. 


Months in 1951,” is available from the 
Superintendent of Documents, Washington 
25, D. C., or from Department of Commerce 
field offices at 15 cents a copy. 


26.6 A Portfolio of Sales Control Forms. 
Sales Management, October 15, 1950. 
[R.M.C.] 


Twenty-nine sales control forms from a 
variety of industries are presented here to 
aid companies in holding down paper work 
and yet obtain systematically the minimum 
amount of information required for satis- 
factory supervision. 


26.7 The Curtis Publishing Company. (Phil- 
adelphia: Sixth and Independence 
Square.) Information Section. [0.£.B.] 
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Recent research publications of interest 
to teachers and research workers. 

Digests of Major Television Surveys: 
1948-1950. 

Continuity and Frequency in Magazine 
Advertising. 

Survey on Baking Habits and Other Uses 
of Flour. 
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Fabricated and Component Parts Ad- 
vertising. 

Cosmetics and Toiletries Markets and 
Sales. 

The Growth of United States Population, 

Automatic Water Heaters. 

The National Candy Market. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


Eprror’s Note: In marketing, as in other fields, the 
importance of legislative enactments and judicial de- 
cisions has grown at an increasing rate for the past two 
decades, Few important marketing policies, few major 
phases of marketing operations, can be established or 
executed without regard to one or more governmental 
restrictions. Although the JouRNAL OF MARKETING has 
on occasion carried articles dealing at length with one 
aspect or another of marketing law it has not hitherto 
attempted a systematic coverage of the subject. Be- 
ginning with the current issue, however, this section will 
be devoted to such an analysis. Readers are invited to 
send comments to the editor. 


It will be the general aim of the section to 
carry information regarding important de- 
velopments not only in Congress and the 
federal courts but also in state and local 
legislative and judicial institutions. In doing 
so emphasis will be placed on the marketing 
rather than purely legal aspects of events. 
Furthermore, wherever necessary individual 
items will be placed in perspective by brief 
discussions of the legal or factual back- 
grounds which give them significance. At- 
tention usually will not be given to legisla- 
tive proposals prior to enactment or to court 
cases prior to decision. 

It is not intended that the section provide 
an up-to-the-minute source of legal news. 
Trade papers in marketing perform this task, 
though admittedly the material is scattered. 
Occasionally the fortuitous timing of an 
announcement may mean that an important 
enactment or decision is published just be- 
fore the youRNAL’s deadline, as was the 
circumstance in the Standard Oil Company 
(Indiana) case at page 497 of this issue. In 
contrast, a number of months must elapse 
before many items can appear. In the first 
few issues of the section, particularly, it has 
been considered desirable to extend the 
period included in order to provide at least 
one report under each of the major topical 
headings. Later issues may omit references 


under one or more topics simply because no 
reasonably current rulings of importance 
have occurred. 

The material reported here will be culled 
from all available sources, including the 
standard legal reporting services, the trade 
reporting services, ¢.g., Commerce Clearing 
House and Prentice-Hall, the releases and 
reports of governmental agencies, and the 
law journals. Credit will be given where ap- 
propriate and reference to further sources of 
information and opinion will be provided as 
it appears desirable. 

The events analyzed, whether legislative 
or judicial, federal, state or local have been 
organized tentatively within the following 
outline of topics: 


I. Regulation of Monopoly 

A. Market Control 

B. Collusive Practices 

C. Market Exclusion Tactics 

II. Regulation of Product Characteristics 

A. Product Standards 

B. Product Quality 

C. Packaging and Conditions of Sale 

III. Regulation of Price Competition 

A. Price Discrimination 

B. Resale Price Maintenance 

C. Price Control (Minimum and Maxi- 
mum) 

IV. Regulation of Channels of Distribution 

A. Operating Features of Marketing 
Institutions 

B. Relations between Buyers and 
Sellers: Exclusive Dealing Arrange- 
ments, etc. 

V. Regulation of Unfair Competition 

A. Advertising 

B. Non-Advertising Promotional Meth- 
ods 

V. Trade Marks and Trade Names 
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1. REGULATION oF MonopoLy 
A. Market Control 


1. The Anti-Merger Act, Pub. L. No. 
899, Srst Cong., 2d Sess. (December 29, 
1950). H.R. 2734. 


The passage and approval of this act 
brought to a successful conclusion the long 
campaign waged by the Federal Trade Com- 
mission to close an important loophole in 
section 7 of the Clayton Act. The decision 
in Federal Trade Commission v. Western 
Meat Co., et al., 272 U.S. 554 (1926), had 
ruled that although the defendant had 
acquired the controlling shares of stock in a 
competing concern under conditions which 
rendered such acquisition a violation of 
section 7, the Commission, in effect, could do 
nothing about the matter since defendant 
had merged with the controlled company. As 
a result of this merger the illegally acquired 
stock no longer existed and, said the court, 
the law gave neither the Commission nor the 
courts authority to require its reinstatement 
or to compel the defendant to divest itself of 
the assets gained by achieving control of the 
former competitor. 

For many years the Federal Trade Com- 
mission has urged in its annual reports (see 
for example page 12 of Annual Report of the 
Federal Trade Commission for the Year 
Ended June 30, 1947) that legislation be 
passed which would revitalize this section of 
the Clayton Act. Periodically, too, the Com- 
mission has tilted at the problem in its cease 
and desist orders and in the courts. 

The new law seems adequate to remedy 


the defects of which the Commission has 


complained. It provides that ‘“‘no corpora- 
tion engaged in commerce shall acquire, 
directly or indirectly, the whole or any part 
of the stock or other share capital and no 
corporation subject to the jurisdiction of the 
Federal Trade Commission shall acquire the 
whole or any part of the assets of another 
corporation engaged also in commerce, where 
in any line of commerce in any section of the 
country, the effect of such acquisition may be 
substantially to lessen competition, or to 
tend to create a monopoly” (sec. 7). 

Other provisions of the enactment refer 
to the use of proxies for the same effect, and 


mention that the restriction does not apply 
to stock acquired solely for the purpose of 
investment, nor to the ownership of sub- 
sidiaries or branches created to carry on the 
immediate lawful business of the firm or ex- 
tensions thereof. Special provisions also are 
included respecting common carriers. En- 
forcement authority and procedure are 
specified in detail, the Federal Trade Com- 
mission being charged with the duty of en- 
forcing the amendments in all fields of com- 
merce not specifically assigned to the 
Interstate Commerce Commission, the Fed- 
eral Communications Commission, the Civil 
Aeronautics Board, and the Federal Reserve 
Board. 

2. Although no important recent court 
decisions have been rendered that appear to 
be devoted primarily to the problem of pre- 
venting market control (in the absence of the 
use of collusive agreements or the use of 
devices for the exclusion of competitors) 
mention at least must be made of the A & P 
case now pending in the United States Dis- 
trict Court for the Southern District of New 
York. This civil action follows a successful 
criminal suit by the Anti-Trust Division of 
the Department of Justice in United States v. 
N. Y. Great Atlantic & Pacific Tea Co., 173 
F. 2d 79 (CCA 7, 1949). (The A & P did not 
appeal to the United States Supreme Court 
for certiorari, and paid the fine.) The present 
suit by the government asks that the firm 
be broken up into separate concerns along 
the lines of its present district organization, 
and that these firms be divested of any 
interest in the manufacturing or produce 


‘wholesaling divisions. 


(The decisions in the A & P criminal suits 
have been analyzed at length by a number of 
writers. See, for example, M. A. Adelman, 
“The A & P Case: A Study in Applied 
Economic Theory,” Quarterly Fournal of 
Economics, Vol. LXIII (May, 1949), pp- 
238-257; Note, “Trouble Begins in the 
‘New’ Sherman Act: The Perplexing Story 
of the A & P Case,” Yale Law Fournal, Vol. 
58 (May, 1949), pp. 969-982; Corwin 
Edwards, “Trends in the Enforcement of the 
Antimonopoly Laws,” JouRNAL OF MARKET- 
inc, April, 1950, p. 657; M. W. Lee, “The 
A & P Case,” JOURNAL OF MARKETING, April, 
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1950, p. 737; M. A. Adelman, “‘Rejoinder on 
the A & P Case,” JouRNAL OF MARKETING, 
October, 1950, p. 219.) 


B. Collusive Practices 


1. United States v. Loew's, Inc., et al., 
70 F. Supp. 53 (D.C.N.Y., 1950), affirmed 
per curiam, 339 U. S. 974 (1950). 


In general terms, at least, this decision 
concludes the twelve-year crusade of the 
Anti-Trust Division to break up the col- 
lusive arrangements by which the major 
film producing and distributing concerns 


have been able to monopolize to a sub-— 


stantial degree the first-run exhibition of 
motion pictures in this country. Perhaps the 
key victory in the campaign was won in 1948 
when the United States Supreme Court 
upheld the District Court’s decision ruling 
that the “majors” had violated the Sherman 
Act and ordering them to desist using such 
collusive practices as block-booking of films, 
price-fixing, pooling of theatre ownership, 
establishing clearances and runs, making 
so-called formula deals, etc., where these 
practices restrained trade and tended toward 
monopoly (United States v. Paramount Pic- 
tures, Inc., et al., 334 U.S. 131). The highest 
tribunal, however, remanded the case to 
the district court because it differed with 
the latter’s requirement that competitive 
bidding for motion pictures be established in 
the marketing of films. The present decision 
restates the prohibitions regarding collusive 
practices and requires defendants to submit 
plans providing for the separation of the 
production-distribution phase of their busi- 
nesses from the exhibition phase within three 
years. Already Paramount and others have 
obtained agreement upon plans of separa- 
tion; others are in process of formulation, 
though further government court actions are 
in preparation to compel some firms to meet 
the requirements of the final decree and to 
settle details of the plans. It might be men- 
tioned, too, that the recent flood of treble 
damage suits (often resulting in sizable 
awards) instituted against the majors by 
independent exhibitors is likely to continue 
for some time. 


2. Kiefer-Stewart Co. Seagram & 


Sons, Inc., et al., 19 U.S.L. Week 4071 
(U. S., January 2, 1951). 

Collusive pressures, irrespective of their 
purpose, are likely to be held in violation of 
the Sherman Act. This case awards treble 
damages of $975,000 plus attorney’s fees of 
$50,000 to petitioner, an Indiana drug con- 
cern which also carries on a wholesale liquor 
business. It had refused to comply with 
maximum resale prices prescribed by Sea- 
gram and as a result the latter had refused 
to provide it with merchandise. The Calvert 
Distillers Corporation had at first made ar- 
rangements to sell to Kiefer-Stewart in spite 
of the refusal of Kiefer-Stewart to abide by 
Calvert’s maximums either. Later Calvert 
cancelled its shipments, stating that it “had 
to go along with Seagram.” This fact, 
coupled with evidence that representatives 
of the two distilling groups had held meet- 
ings to discuss petitioner’s actions provided 
the court with grounds for pointing out that 
the two liquor firms were guilty of conspiring 
respecting prices; hence, in line with the 
broad statement enunciated in United States 
v. Socony-Vacuum Oil Co., 310 U.S. 150, 


223 (1940), defendants were in violation of | 


the law. Greater familiarity with past rulings 
on such points might have caused defend- 
ants’ representatives to be more careful in 
their manner of approaching the problem and 
thus have saved their firms a sizable sum. 
Acting independently, of course, Seagram 
and Calvert could have refused to sell to 
Kiefer-Stewart. 


C. Market Exclusion Tactics 


1. United States v. The Lorain Fournal 
Co., 19 U.S.L. Week 2097 (September 12, 
1950). 

This case provides an interesting example 
of the manner in which a firm may attempt 
to exclude competition from its market. The 
Lorain Fournal (whose owners also controlled 
the Mansfield Fournal) was the only daily 
newspaper in its community, and in an at- 
tempt to prevent the town’s radio station 
from acquiring advertising revenue the ex- 
ecutives of the paper had in some cases 
threatened to refuse and in other cases 
actually had refused to accept advertising 
from businesses which made use of the radio 
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station for advertising purposes. The court 
held that this practice clearly constituted an 
attempt to create a monopoly in the business 
of providing advertising media (and inter- 
state commerce was affected since the radio 
station’s programs were occasionally heard 
in other states). Defendant also has suffered 
for its actions in other ways. The Federal 
Communications Commission earlier had 
denied its application for a license to operate 
a radio station, the denial being made upon 
the ground that the issuance of a license to a 
firm attempting to monopolize advertising 
media in its market would be against public 
policy as exemplified by the Sherman Act. 
The Commission’s position was upheld in 
Mansfield Fournal Co. v. Federal Communica- 
tions Commission (CCA, D.C., 1950), and 
the twin case involving the Lorain Fournal. 


II. REGULATION oF PRopuct CHARACTER- 
ISTICS 


A. Product Standards 


1. United States v. 62 Cases, More or 
Less, Containing Six Fars of Fam, etc., 183 F. 
ad 1014 (CCA 10, 1950), appeal for certio- 
rari to the United States Supreme Court 
filed October 14, 1950, Docket #362. 


The Food, Drug and Cosmetic Act of 1938 
provides (21 U.S.C.A. §341) that the Ad- 
ministrator may “promulgate regulations 
fixing and establishing for any food, under 
its common or usual name... a reasonable 
definition and standard of identity, a reason- 
able standard of quality and/or reasonable 
standards of fill of container. . . .” The con- 
stitutionality of the power so bestowed was 
first upheld in Federal Security Administra- 
tor v. Quaker Oats Co., 318 U.S. 218 (1943). 
Its application, however, raises many prob- 
blems, the nature of which is exemplified by 
the current case. In this instance the Ad- 
ministrator had established standards of 
identity and quality, after the required pub- 
lic hearings, for jams, specifying, among 
other things, that fruit jams must contain 
not less than 45 parts by weight of fruits to 
each 55 parts by weight of one of the desig- 
nated saccharine ingredients. 

The jars of jam at issue were labelled 
“Imitation (here was inserted the name of 


the fruit used) Jam” and below “Made from 


55% sugar, 25% fruit, 20% pectin, citric 
acid, 1/10% benzoate of soda.” The state. 
ment of contents was admittedly accurate, 
The Food and Drug Administration had pro- 
ceeded against the product, relying upon 
sub-section (g) of paragraph 343 of the Act, 
stating that a food shall be deemed to be 
misbranded, “If it purports to be or is repre- 
sented as a food for which a definition and 
standard of identity has been prescribed by 
regulations ... unless it conforms to such 
definition and standard....” Defendant, 
on the other hand, argued that sub-section 
(c) of the same paragraph constituted a 
defense, since it provides that a product is 
misbranded, “‘If it is an imitation of another 
food, unless its label bears, in type of uni- 
form size and prominence, the word ‘imita- 
tion’ and, immediately thereafter, the name 
of the food imitated.” Defendant urged that 
it had correctly labelled its imitation jam in 
accordance with the provisions of this sub- 
section; hence it could not be guilty of mis- 
branding. 

Fundamentally, then, the question was, 
“Ts this product a correctly labelled imita- 
tion jam or is it a misbranded sub-standard 
jam?” Reversing the trial court, the decision 
ruled that the product was a sub-standard 
jam, notwithstanding the use of the term 
“mitation” on the label. The court laid great 
emphasis on the fact that evidence showed 
that retailers often sold the product as jam 
and that hotels served it in response to re- 
quests for jam. If the product can be 
marketed in the future as a sub-standard 
jam (assuming no reversal of this decision 
by the Supreme Court), it is difficult to see 
how a change in the label from “imitation” 
to “sub-standard” will greatly affect the 
situation. 


B. Product Quality 


1. Dean Milk Co. v. City of Madison, 19 
U.S.L. Week 4087 (U. S., January 16, 1951). 


The power to protect the public health 
and welfare carries with it, among other 
things, not only the right to provide stand- 
ards of quality, but also the power to compel 
inspection in order to maintain such stand- 
ards. Regulations of this type must be 
reasonable, however, or they may unneces- 
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sarily restrict legitimate competition. Gen- 
eral Ordinance of the City of Madison, 1949, 
§7.21 specifies that milk sold in the city 
must be pasteurized at an improved (in- 
spected) plant within five miles of the central 
square and must come from an inspected 
source, though it was obligatory upon in- 
spectors of the city to make inspection only 
if the request for such inspection came froin 
a farm within 25 miles of the central square 
of the city. The nearest pasteurizing plant of 
the Dean Milk Co. was located in northern 
Illinois. It obtained its milk from many 
sources outside the 25 mile limit. The 
ordinance thus effectively excluded it from 


- the Madison market although it was claimed 


that its product was of equal or higher 
quality than that locally produced. The 
majority of the Supreme Court declared 
that the law was unconstitutional because 
it placed unnecessary restrictions on inter- 
state commerce—alternate reasonable safe- 
guards could have been imposed by the City 
of Madison without restricting interstate 
commerce (for example, provision for the 
collection of fees from distant sources to 
cover costs of inspections requested by them 
would not unduly burden the city and yet 
would enable such sources to compete if 
they wished to bear the inspection costs). 
This view of “reasonable alternate safe- 
guards” unfortunately is often not the pre- 
vailing one taken by courts (see the dissent 
to this decision at p. 4090). 


III. ReEGuLATIoN oF Price ComMPETITION 


A. Price Discrimination 


1. Standard Oil Co. v. Federal Trade 
Commission, 19 U.S.L. Week 4073 (US. 
January 8, 1951). 

Reversing a somewhat perplexing decision 
of the U. S. Seventh Circuit Court of Ap- 
peals, the Supreme Court in this case has 
set at rest, at least for the time being, grave 
fears that selling at a low price in order to 
meet in good faith a competitor’s equally 
low quotation might not be an adequate 
defense in actions under section 2 of the 
Robinson-Patman Act. The doubts arise, and 
the Circuit Court’s decision rests in part, on 
the manner in which this section revised 
section two of the Clayton Act, which it 


amended. In the earlier Act there had been 
a clear directive that lower prices given to 
meet a competitor’s price were permissible. 
Paragraph 2(a) of Robinson-Patman repeats, 
with modification, the provisos of the 
Clayton Act respecting differences in prices 
due to differences in quantity, cost of selling, 
etc., adds another concerning changes in 
marketing conditions, and then goes on to 
paragraph 2(b) which first states that proof 
of the existence of discriminatory prices con- 
stitutes a prima facie case of discrimination 
within the coverage of the Act, thus placing 
the burden of showing justification on the 
person charged. Finally, as a proviso to the 
last statement, the paragraph mentions that 
the meeting of a competitor’s price may 
rebut the prima facie case of discrimination. 
Just what this rebuttle signifies provided 
the principal issue in the case. 

Standard (Indiana) had sold gasoline to 
four “jobbers” in Detroit at 13¢ under the 
tank-wagon price which it charged ordinary 
retailers. These jobbers, in turn, sold to re- 
tailers, but each, at some time, also sold at: 
retail. As a result of the low price paid, they 
were able to (and in the case of two of them 
did) charge a lower price to their retail 
customers, with adverse effect on competing 
retailers. It was clearly established in the 
evidence that Standard had given the price 
cuts to the jobbers in a successful attempt to 
keep them when competing refiners had first 
offered prices at the same low level. Although 
other minor elements were present in the 
case, the fundamental decision by the Su- 
preme Court rested on the argument that the 
proviso in Section 2(b) of the Robinson- 
Patman Act respecting the meeting of a 
competitor’s price had to be taken in con- 
junction with the other substantive defenses 
mentioned in the provisos in paragraph 2(a), 
and, could the defense be shown, would con- 
stitute a complete bar to further action. 

Mr. Justice Reed, in an interesting dissent, 
strongly argues that such an interpretation 
was not intended by those who drafted the 
bill. He states that they wished to avoid 
the situation which had arisen earlier under 
the Clayton Act, namely, that an illegal price 
quotation by “B” would then justify “A’s” 
discriminatory price in reply, though other- 
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wise illegal. He argues, by inference, that 
“A” should protect his position by calling 
in the government against “B.” The diffi- 
culty with this argument arises when “B’s” 
price may be a legally low one, due to lower 
costs, for example. If “A” were prevented by 
law from meeting “‘B’s” price, competition 
would be lessened thereby. Or, not knowing 
“B’s” costs, he might assume “B’s” price 
was legal, meet it and make the sale, only to 
find that he would then be unable to justify 
his course of action before the Federal Trade 
Commission because “B’s” quotation was 
discriminatory in the first place. He could 
rebut the prima facie case against him but 
if meeting a competitor’s price meant no 
more than that, how could he be sure that 
the Commission could not and would not go 
on to show that “legitimate” competition 
had been injured by his action? No standards 
are set for Commission action, and the 
majority decision of the Supreme Court 
discarded this approach apparently for just 
that reason. Certainly the decision can 
restore some confidence that the Supreme 
Court does not intend to ignore realities in 
competitive market situations. 

B. Resale Price Maintenance 

In recent years the courts appear to be 
expressing increasing concern over state laws 
permitting resale price maintenance. The 
following selection of recent cases gives some 
indication of the nature and variety of these 
views. 


1. Seagram Distillers v. Ben Greene, 
Inc., Cire. Ct. 6th Circ., State of Florida, 
Chancery No. 35,593, June 27, 1950. 


In an eloquently worded opinion, Judge 
Wehle here takes the opportunity to add his 
voice to that of the Florida Supreme Court, 
which, he says, “in its firm stand for the 
preservation of the fundamental principles 
of constitutional government and the Ameri- 
can way of life may at present be only a 
voice crying in the wilderness .. . .” At issue 
in the case is the constitutionality of 
Florida’s new so-called Fair Trade Act 
(Chapter 25, 204, Laws of Florida, 1949). 
This Act was passed a very few weeks 
after Florida’s earlier act of this type 
(Chapter 19, 201, Laws of Florida, 1939) was 


declared invalid by the Florida Supreme 
Court in Liguor Stores v. Continental Corpora- 
tion, 40 So. 2d 371 (1949). [For a full dis- 
cussion of this case, the law, and the back- 
ground of “fair trade” in Florida, see John 
R. Van de Water, “Florida’s Fair Trade 
Fight,” this JournaL, Vol. XIV, No. 3 
(January, 1950), pp. 544-562.] 

he new law is substantially the same as 
the earlier enactment with one significant 
difference: the preamble now elaborately 
states, in “findings of facts,” that the ex- 
istence of certain conditions requires the 
passage of the law for the protection of the 
public interest and the general welfare. Judge 
Wehle agrees that the determination of kinds 
of business affected with the public interest 
is primarily the prerogative of the legislature, 
but, he says, a legislature’s simple declara- 
tion to this effect is not conclusive, it must be 
subject to judicial inquiry, and an arbitrary 
“findings of fact” will not preclude such a 
review. There must be a logical connection 
between the avowed purpose of the act, the 
provisions it makes to accomplish its pur- 
poses, and the public welfare. 

_ The opinion goes on to describe the clas- 
sifications of businesses affected with the 
public interest and to point out that the act 
under consideration is not limited to these, 
but instead extends to all businesses, ir- 
respective of their nature. In times of eco- 
nomic distress such generalization might be 
justified, but only on a temporary basis. In 
normal circumstances, Judge Wehle finds it 
difficult to understand how the public welfare 
is endangered by lowering prices or how it 
can be furthered by encouraging inefficiency 
in retailing. Finally, he points out that the 
act in effect delegates unlawfully to private 
individuals the power to fix prices binding 
upon others. 

This decision (or one involving similar 
questions) of course must be reviewed by the 
state’s Supreme Court before the unconstitu- 
tionality of the new measure in Florida can 
be firmly established. The consistently ad- 
verse position taken by the state’s highest 
court in such matters, however, renders the 
outlook for a reversal of this decision any- 
thing but bright. 


2. General Electric Co. v. R. H. Macy & 
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Co., Inc., Supreme Court of New York 
County, 123 N.Y.L.J. 1393 (1950). Re- 
ported in CCH Trade Regulation Reporter, 
48-51 Decisions, p. 63, 783. 


In contrast to the Florida decision above, 
the New York Fair Trade Act (Feld- 
Crawford Act) again has been affirmed in the 
spectacular but legally unimportant (at least 
as yet) decision granting General Electric an 
injunction to prevent further price-cutting 
on GE appliances by R. H. Macy and Co. 
Macy’s, in response to the cut-price com- 
petition of so-called discount houses in New 
York, openly advertised and sold the fair- 
traded products of a number of manufac- 
turers at prices substantially under their 
established minimums; in turn, other de- 
partment stores slashed prices. (See Tide, 
issues of March 17 through April 7, 1950, 
for descriptions of the actions of the various 
firms involved.) 

Perhaps Macy’s relied upon the defense, 
often successful, that the prevalence of price- 
cutting justifies similar action by competing 
firms (Schenley Distributors of New England, 
Inc., v. H. Hollander Co., Inc., Mass. Super. 
Ct., 1940; Schimpf v. Macy & Co., Inc., 2. 
N.Y.S. (2d) 152 (1938), etc.). In this in- 
stance, however, the court ruled that Macy’s 
did not present adequate proof that com- 
petitors’ price cutting took place prior to 
early March, when its own reductions were 
made. Apparently the only evidence pre- 
sented respecting the earlier period consisted 
of letters sent by Macy’s to executives of 
General Electric complaining about discount 
house price competition. All actual prices 
presented in court referred to the period 
after early March. Hence, the court refused 
to hold Macy’s actions justified. It would be 
interesting to know what position with 
respect to discount house prices the court 
would have taken had adequate evidence 
been presented. 


3. Columbia Records, Inc., v. Goody, 
Supreme Ct. N. Y. County, 124 N.Y.L.J. 
1401, Dec. 1, 1950. Reported in CCH Trade 
Regulation Reporter ’48-’51 Decisions, p. 
64, 139. 

The willingness of the courts to abrogate 
the fair trade law under some circumstances 


is demonstrated in this action. Here the 
court refused to permit Columbia to main- 
tain fair trade minimums on its 33} r.p.m. 
recordings on two grounds: First, it em- 
phasized that Columbia had for many years 
not enforced minimums on its 78 r.p.m. re- 
cordings. Since the Feld-Crawford Act is not 
a price-fixing statute, but is designed to 
protect trademark goodwill, Columbia’s 
lack of concern about price cutting on 78 
r.p.m. records must necessarily render the 
law inoperative on all of Columbia’s record- 
ings. The implications of this very logical 
approach appear to be of concern in many 
marketing situations; to the extent that 
other courts might adopt the same view, it 
would be essential that any firm using the 
same brand or name on a line of products be 
very careful to establish and police fair trade 
minimums on every item. The court went 
still further, pointing out that records are 
selected because of the’ performer and that 
each recording firm had its own exclusive 
artists; hence their records were not in free 
and open competition as required for inclu- 
sions under the provisions of the Feld- 
Crawford Act. Although this criterion is well 
established [see Eastman Kodak Co. v. Federal 
Trade Commission, 158 F (2d) §92 (1946), 
cert. den., 330 U.S. 828 (1947)] its applica- 
tions to recordings in what normally would 
be viewed as a competitive situation makes 
the instance case unusual. 


IV. Recutation or CHANNELS oF Dis- 
TRIBUTION 


A. Operating Features of Marketing In- 

stitutions 

1. A great variety of federal, state, and 
municipal laws so regulate particular prac- 
tices or institutions that the number and 
kind of firms in the channels of distribution 
are influenced. Anti-chain store taxation, 
some forms of restrictions on the sale of oleo- 
margerine, door-to-door canvassing pro- 
hibitions, all represent laws of this general 
class. 

Among the latest retail lines to become the 
object of special legislation is that of gasoline 
service station operation. In California the 
development of “self-serve” stations has 
represented something of a threat to more 
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conventional types of petroleum retail out- 
lets; perhaps as a result of pressure from the 
established dealers local legislative bodies 
have in many cases passed regulatory meas- 
ures. 

The most extreme form of enactment re- 
specting gasoline station operation is typified 
by Ordinance No. 93,781, 1948, City of Los 
Angeles, which prohibits outright the dis- 
pensing of gasoline in any service station 
unless the operation is performed by the 
owner or an employee of the station. The 
same effect may also be achieved by ordi- 
nances, often long-standing, which limit the 
size of the station in one way or another. 
Beverly Hills, for example, sets the maxi- 
mum number of pumps in a station at six 
and the maximum storage capacity at 10,000 
gallons. These requirements render im- 
practicable the use of self-serve techniques, 
which usually must have from 12 to 24 
pumps and correspondingly greater storage 
capacity in order to meet the volume require- 
ments of the plan. (It is worthwhile noting 
that the City of Oakland recently amended 
its rules on these points in order to permit 
increased capacity, on the recommendation 
of the Fire Department to the effect that the 
larger capacity, properly operated, might 
reduce fire hazards.) 

Much less stringent restrictions, of ob- 
vious desirability, are frequently found in 
other communities in the state. For example, 
regulations of the City of Pomona include 
detailed specifications respecting the kind of 
check valves used on dispensing hoses, the 
number, type, and size of fire extinguishers, 
the size and locations of water pipes and 
faucets, the nature of control rooms, and so 
on (Ordinance No. 1119, City of Pomona, 
7948). Other municipalities have added 
specifications concerning the number, age, 
and sex of employees, the use of mechanical 
means of transportation (roller skates), etc. 
Legislative action of this kind appears to 
provide for adequate protection of the public 
without at the same time preventing the de- 
velopment of new and perhaps more efficient 
forms of marketing institutions. [A more 
complete analysis of the regulations affecting 
competition in the retailing of gasoline is 
contained in a forthcoming study, R. 


Cassady, Jr. and W. L. Jones, The Nature of 
Competition in Gasoline Distribution at the 
Retail Level (Berkeley, Univ. of California 
Press) in process of publication.] 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements 


1. The law with respect to exclusive 
dealing has been far from clear-cut. Ex- 
clusive dealing arrangements, of course, may 
be made solely in favor of the seller (the 
buyer may not handle competing brands), 


‘solely in favor of the buyer (the seller may 


not sell to dealers in competition with the 
buyer), or a combination of both limiting 
arrangements may be employed. In the most 
important of the fairly recent decisions, 
United States v. Standard Oil Co. of Cali- 
fornia, 69 S. Ct. 1051 (1949), the court 
ruled that the defendant’s contract binding 
its dealers to buy all tires, batteries, acces- 
sories, as well as gasoline and other pe- 
troleum products from it restricted competi- 
tion and violated the Sherman Act. Em- 
phasis was placed on the fact that although 
Standard’s'’ share of the retail market con- 
stituted only 6.7 per cent, nevertheless it 
was a “substantial” share and the contract 
had the effect of unreasonably excluding 
competing suppliers from this market. 
Furthermore, the use of such limiting agree- 
ments might be acceptable when employed 
by a firm just getting established, but con- 
tinued use over the years would foreclose the 
market to newcomers. Mr. Justice Jack- 
son’s strong dissent, on the other hand, 
pointed out that the threat to competition 
offered by such an agreement when em- 
ployed by a firm doing only a small share of 
the total volume was insufficient to warrant 
court interference. (See K. J. Curran, “Ex- 
clusive Dealing and Public Policy,” JourNnaL 
OF MARKETING, October, 1950, p. 133.). 


V. REGULATION oF UnFrair ComPETITION 


A. False Advertising 
1. 25 U.S.C. 55 (H.R. 2023) 


Effective July 1, 1950, this law repealed 
the federal tax on oleomargerine and 
amended the Federal Trade Commission Act 
in order to specifically charge the Commis- 


sion with the duty of attacking the false 
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advertising of oleomargerine. Actually, of 
course, the Commission already possessed 
ample power to take action against mis- 
representation of this type. The amendment, 
however, does make continued violation very 
expensive, since it provides that each day’s 
violation of a final order of the commission 
is subject to a separate maximum fine of 
$5,000. 


2. Alberty et al. v. Federal Trade Com- 
mission, 182 F 2d 36 (CCA, D.C., 1950), 
cert. den., 19 U.S.L.Week 3097 (October 9, 
1950). 

This case constitutes one of the few in- 
stances in recent years in which the Com- 
mission has encountered adverse treatment 
in the courts on the matter of false ad- 
vertising. The advertiser in this case sold, 
among other products, “Oxorin,” claiming in 
its advertisements that it corrected a condi- 
tion of lassitude, “‘pepped up the blood,” and 
so on. The Commission found that the 
product would accomplish improvement 
only if the condition were caused by simple 
iron deficiency anemia, which occurred 
rarely. It therefore ordered Alberty to limit 
claims to conditions caused by the anemia 
described, and further, to state in its ad- 
vertising that this condition occurred in- 
frequently. The majority of the judges of the 
court of appeals held that it was enough that 
the petitioner be required to state the 
“truth,” that its product would correct 
lassitude caused by simple iron deficiency 
anemia. In a strong dissent, Judge Bazelon 
argued that the full truth required-the dis- 
closure that the product had only very 
limited applicability; further, he believed 
that recent legislation and judicial decisions 
were directed toward providing the credu- 
lous consumer with adequate information 
and protection. Certainly the definition of 
truth is often a perplexing matter, as Profes- 
sor Sandage has pointed out in Chapter IV 
of his text, Advertising Theory and Practice 
(Chicago: Irwin Pub. Co., 1948). (An ex- 
tended analysis of the Commission’s ex- 
perience in the courts on this matter is con- 
tained in W. F. Brown. “The Federal Trade 
Commission and False Advertising,” this 
journaL, Vol. XII (July, October, 1947), 


pp. 38-46, 193-201.) 

3. False advertising has of course been 
regulated by the states as well as the federal 
government. [See State Advertising Legisla- 
tion (New York, Printer’s Ink Publishing 
Co., 1945).] And, as in the case of particular 
enactments directed by Congress against 
specified products, the states similarly may 
pass laws regulating the advertising of par- 
ticular products. A recent statute of this 
sort is contained in Article 9, Chapter 7, 
Business and Professional Code, State of 
California (secs. 20880-20893). It amends 
earlier provisions of the law and restricts in 
some detail the nature of the price signs that 
may be used to advertise gasoline stations. 
Much of the law appears to be directed 
against abuses practiced by some of the self- 
serve gasoline stations with respect to false 
claims of savings on purchases and the 
absence of product information; for this 
reason the law might be considered at first 
sight to be an attack upon the new type of 
retailer. However, it seems not to hinder the 
honest operator of such a station in any 
important way and it applies to all kinds of 
retailers of gasoline. The first test of the law, 
as amended, found the self-serves involved, 
as might be expected. In Serve Yourself 
Gasoline Stations Association, Inc., et al. 0. 
Brock, and Brock v. A. F. Gilmore Co., et al., 
Sup. Ct. Calif., Los Angeles County (1950), 
the court upheld the constitutionality of the 
law and approved its application in the par- 
ticular instances, all of which represented 
rather obvious misrepresentations. It would 
be unfortunate if this, or any legislation 
directed toward the extirpation of unfair 
competitive practices should inhibit the 
legitimate development of new distributive 
methods. 

The fact that gasoline advertising of the 
kind attacked by the new California law has 
been successfully prosecuted under the more 
general false advertising statute, Business 
and Professional Code, State of California 
(secs. 17,500 ef seg.), makes even more 
desirable close scrutiny of laws directed 
toward advertising in specific industries. (A 
more thorough discussion of the price sign 
laws in this state is contained in Cassady and 
Jones, op. cit., p. 22.) 
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Outuines or MarkETING (revised) by Hugh 
E. Agnew, Harold A. Conner, William L. 
Doremus. (New York: McGraw-Hill Book 
Company, Inc., 1950. Pp. 432. $4.25.) 
This third edition of the text published in 


1936 and in 1942, by Agnew, Jenkins, and 


Drury, retains the basic plan of earlier edi- 
tions. About half of the material is new, 
including one chapter on merchandising and 
sales promotion, and one on public relations. 
The authors’ claim that “The primary aim 
is to study the interests of consumers—their 
likes, prejudices, and customs” is hardly 
apparent in the text. “Outlines of Market- 
ing”’ is a more accurate description. 

The book presents unusual contrasts. It 
contains a wealth of interesting, useful, data 
concisely presented. It also has many sec- 
tions that would probably be confusing and 
misleading to beginning students. Some 
authorities on marketing would be likely to 
consider the authors’ discussion of chain 
stores, cooperatives, and the Robinson- 
Patman Act inadequate and possibly slightly 
biased. 

Chapter I gives a concise history of sig- 
nificant aspects of the history of marketing. 
Chapter II covers our domestic market, 


502 


stressing our high standard of living and 
comparisons with European countries and 
especially with Russia. It should help to 
explode many popular fallacies regarding 
marketing. Chapter III, dealing with clas- 
sification of goods, markets, and functions, 
has the usual weaknesses of repeating the 
unsupported and unqualified statement that 
women do 85 per cent of our consumer buy- 
ing, and of neglecting the marketing of 
services. Even the authors’ definition of 
services is weak and inadequate. Apparently 
recent publications on this topic were not 
consulted. Some students of marketing may 
disagree with the statement on page 58 that 
agricultural products... “have been more 
carefully standardized than manufactured 
products.” This chapter, however, does con- 
tain a lot of worthwhile material within its 
20 pages. 
Chapter IV, dealing with the field of re- 
tailing should probably be omitted by be- 
ginning students. The authors’ unfortunate 
use on page 65 of cost of goods as the per- 
centage basis for margin and profit is hardly 
consistent with modern practice. They il- 
lustrate two objections to this method by 
their errors in the next sentence when they 
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apply margin percentage on cost of sales at 
retail and call it “profit.” Their use of ten 
pages to reproduce data from the 1929 
Census of Distribution with discussion on 
page 68 referring to certain of these data as 
of today might validly be questioned. On 
page 81 the statement “For purpose of 
classification in this census, three or more 
stores under one management-ownership 
have been classified as independents,” should 
read, “‘...three or fewer....” At least 


,the chapter contains a fairly good summary 


of department store expansion up to early 
post-World War II years. On page go the 
authors discuss the causes of failures among 
small independents and correctly report 
poor management as the chief cause. How- 
ever, their statement that “Little can be 
done about that, other than to refuse credit 
to institutions that are poorly managed” is a 
bit fatalistic and hardly consistent with 
known progress in this area. It is at least un- 
fortunate that the authors failed to recog- 
nize the great expansion of training for pres- 
ent and prospective independent retailers 
that has taken place during the past decade. 

Chapter V, dealing with large-scale retail- 
ing, contains penetrating observations on 
many defects of department store personnel. 
However, the unsupported statement on 
page 105 referring to department store sales- 
people as “...and too often by a low 
grade of mentality and social standards” 
is not a fair or scientific appraisal of such 
a large group of individuals. It would hardly 
increase the students’ desire to enter this 
field. The authors present the consumer 
viewpoint favoring certain benefits of chain 
stores and a brief summary of the case for A. 
and P. However, on page 114 they cite 
public indignation resulting from the Federal 
Trade Commission’s disclosures as the cause 
of passage of the Robinson-Patman Act. 
Whether this, or the well-known but not 
mentioned pressure of organized groups of 
wholesalers and independent retailers was 
more compelling, is at least open to discus- 
sion, 

Chapters VI through XII cover whole- 
saling, transportation, warehousing, the 
market plan, policies for consumers’, in- 


dustrial, and agricultural goods. In general 
they are satisfactory, although the authors’ 
statement on page 261, ““The fear of a sharp 
decline after the recent war, similar to that 
of 1920-21, prompted the extension of agri- 
cultural-support programs into the postwar 
period,” fails to recognize the well-known 
political power of the farm bloc. 

The remaining chapters, XIII through 
XVIII, deal with research, salesmanship, 
and sales management, advertising and pub- 
lic relations, merchandising and sales pro- 
motion, trade regulations, and trends in 
marketing. Each topic is adequately covered 
although neglect of the claimed consumer 
viewpoint is clearly evident. In Chapter 
XVIII the discussion of cooperatives is con- 
fusing both as to data presented and evalua- 
tions, but the authors do qualify the latter 
as their own opinions. The 16-page glossary, 
plus questions and selected bibliography at 
the end of each chapter in the book are plus 
values. 

In the opinion of the reviewer, the book 
has a placed in the marketing library. It has 
some desirable and other not so desirable 
qualities. Most of the latter are probably at- 
tributable to limitations of space and time. 
If used for introductory courses in market- 
ing, the instructor should study each chapter 
critically in advance and plan his presenta- 
tion accordingly. It is a stimulating book to 
read in more ways than one. 

Pearce C. 
University of Oklahoma 


GovERNMENT ReGuLaTION oF Business, by 
Ronald A. Anderson. (Cincinnati: South- 
Western Publishing Company, 1950. Pp. 
694. No price given.) 

This textbook is written for college classes 
in Government Regulation of Business. The 
subject matter is divided into four main 
categories: distribution of powers within 
our multi-unit system of government; con- 
stitutional limitations restricting govern- 
ment regulation of business; specific regula- 
tions relating to various aspects and types of 
business; and the problems of administra- 
tion. Obviously, this book achieves a broad 
coverage of the subject. The method of 
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presentation is a combination of text and 
cases, with source materials edited to em- 
phasize the points immediately under con- 
sideration. Cases are preceded by an in- 
troductory explanation and are followed by 
a summary of the facts involved. Satisfac- 
tory questions are included at the end of 
each chapter or major subdivision of a 
chapter. 

The author has rendered a service in aiding 
a layman to understand the legal frame- 
work within which businesses of various 
kinds operate. On timely topics, particularly, 
leading cases are presented to reveal the his- 
torical evolution of regulation and the ex- 
pansion of its field of application. The ques- 
tion of policy, of the wisdom or lack of wis- 
dom in particular regulations, is raised only 
incidentally as reflected in judicial opinions. 
The book primarily furnishes information 
rather than attempts to raise or to treat 
underlying problems of economics, sociology, 
and political expediency. The reader of this 
comprehensive book is likely to be impressed 
with the erosion in the course of the years 
of constitutional limitations to the imposi- 
tion of government regulations on business, 
and with the importance of self restraint 
upon the part of the law makers. 

Lioyp L. SHautis 

New York, N.Y. 


Pusiic OPINION 1935-1946, under the 
editorial direction of Hadley Cantril and 
prepared by Mildred Strunk. (Princeton: 
Princeton University Press, 1951. Pp. 
IIgI. $25.00.) 

This encyclopaedia-size six-pound volume 
is a monumental compilation of public 
opinion polls conducted in the United States, 
the British Empire, on the European Con- 
tinent, and in Brazil. Prepared under the 
editorial direction of Princeton University’s 
office of Public Opinion Research, it aims 
to present the results of nationwide opinion 
polls conducted by 23 organizations in 16 
different countries from 1935 to 1946. While 
the volume does not intend to include every 
question ever asked in a nation-wide public 
opinion poll, it includes most of them and is 
a veritable compendium of views on “every 


subject under the sun”—foreign relations, 
taxation and the income tax, industry and 
agriculture, education, the church, political 
parties and elections, finance, unemploy- 
ment, the atom bomb, crime, the entertain- 
ment world, international cooperation, the 
various aspects of World War II, etc. 

For historians, sociologists, political scien- 
tists, economists, editors, policy makers, 
business men, labor leaders, and many 
others concerned with public reaction to 
current events, the book is an indispensable, 
storehouse of information, and an experiment 
which the editors and publishers hope will 
be the beginning of subsequent volumes 
published at five-year intervals. The prepara- 
tion of this work was made possible through 
a special grant of the Rockefeller Founda- 
tion. When one considers what interest 
comparable information would hold for us 
today if it had been gathered at the time of 
the American or French Revolution, the 
Civil War, or other earlier periods of social 
upheaval, one can readily appreciate the 
long-time value of such a work and hope 
that the compilers will be able to carry on 
this service on a continuing basis. 

The classification and wording of both the 
subjects and the cross references in the table 
of contents are based on the widely accepted 
library of Congress subject headings, with 
each question classified under the most 
specific subject that could be assigned to it. 
Ample cross references have been provided, 
that the reader may easily filter out the 
particular information he is seeking. Thus 
if his thought is for vacuum cleaners, he will 
find “vacuum cleaners” indexed with a 
direction to seek the information wanted 
under “electrical appliances”; and when he 
finds electrical appliances, he will be referred 
to “home economics, equipment and supplies 
page 286.” On page 286 he will find that ac- 
cording to a survey made by the American 
Institute of Public Opinion in May 1939, 46 
per cent of the American homes had electric 
vacuum sweepers. Also he will find, accord- 
ing to a survey made by the Czechoslovak 
Institute of Public Opinion in December 
1946, that if Czechoslovakian women won a 
prize competition and had a choice of elec- 
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trical appliances to choose from, five times 
as many women would prefer a radio to a 
vacuum cleaner and that vacuum cleaners 
were at the bottom of the list of wanted 
electrical appliances in that country. 

The 16 countries represented in the volume 
include the United States, Great Britain, 
Australia, Canada, France, Czechoslovakia, 
Denmark, Sweden, Finland, Norway, 
Holland, Belgium, Germany, Hungary, Italy, 
and Brazil. 

The following random gleanings from the 
book are examples of the type of information 
of possible interest to marketing men: Under 
“automobiles,” the majority interviewed in 
the United States in 1937 thought a good 
trailer ought not to cost over $600. Under 
“bicycles,” 57 per cent of the people in 
Sweden in 1943 used a bicycle daily or prac- 
tically daily during a good part of the year. 
In Great Britain in 1942, eleven families out 
of every one hundred were not using their 
full cheese rations because they did not like 
cheese. In 1946 in France, §9 per cent of the 
population were able to heat but one room 
of the house during the winter. 

On the international front, it is interesting 
to note that in 1945, 55 per cent of the 
United States population thought Russia 
could be trusted to cooperate with us after 
the war and that the professional groups 
were the most trustworthy in this respect. 

As the authors point out, this work on 
public opinion polls can be used for good or 
evil according to the users’ purposes. It 
should be remembered that it is a record of 
what people think and not necessarily the 
facts in the case. It is in itself neutral, how- 
ever, and if intelligently used can be a 
valuable scientific tool in the research efforts 
of students and men of public affairs. 

Davin E. 
Stanford University 


Stupy on Crepit DEPARTMENT EXPENSES. 
(New York: Credit Research Foundation, 
Inc., 1950. Pp. 64. $5.00.) 


This booklet represents a pioneer effort 
toward the collection of operating expense 
data from a national sample of manufactur- 
ing, wholesaling, and service firms. Based on 


a mailing of 1200 questionnaires in Decem- 
ber, 1949, the survey reports not only a 
reasonably complete breakdown of 18 credit 
department expense items, but includes in- 
formation on expense trends, centralization 
of credit operations, expense budget pro- 
cedure, credit staff compensation, and simi- 
lar matters. A supplement provides a pre- 
liminary report on foreign credit expense, 
terms and experience. 

The principal use of such a survey would 
obviously be as a yardstick for measuring 
individual firm conformance to national 
averages but the Foundation cautions that 
the study is not intended to be more than 
informative. In spite of its shortcomings as a 
first try, the data tabulated will lead anyone 
familiar with the scarcity of such information 
to congratulate the Foundation for the ex- 
cellent job. Members of the American 
Marketing Association would undoubtedly 
support the recommendation of the Credit 
Research Foundation that credit department 
controls be set up to provide more accurate 
measurement of expenses as a step toward 
better sales expense data, too. 

Teachers of courses in Credit and Collec- 
tions need this booklet and Marketing 
teachers, generally, will find it worth ex- 
amination. Copies may be made available 
to Colleges, libraries, and other nonmembers 
at prices quoted on request. 

C. S. Locspon 
University of North Carolina 


Some THEORY oF SampLinc, by William 
Edwards Deming. (New York: John 
Wiley & Sons, 1950. Pp. 602. $9.00.) 


The aim of this book, according to the 
author, “‘is to teach some theory of sampling 
as met in large-scale surveys in government 
and industry, and to develop in the student 
some power and desire for originality in 
dealing with problems of sampling.” It con- 
stitutes a year’s study, providing the student 
has had a first course in statistics, a knowl- 
edge of college algebra, and some knowledge 
of calculus. The fields of interest of the stu- 
dents may be the natural sciences, en- 
gineering, industrial management, and 
mathematical statistics, and it should be of 


NG 
ns, 
ind 
ical 
oy- 
the 
en- 
ers, 
iny 
to 
ble, 
ent 
will 
nes 
igh 
da- 
est 
us 
> of 
the 
cial 
the 
ope 
on 
the 
ble 
ted 
ith | 
ost 
it. 
ed, 
the 
will 
ted 
he 
red 
lies & 
ac- 
can 
46 
tric = 
rd- 
yak 
ber 
na 
lec- 
4 


506 


THE FOURNAL OF MARKETING 


interest to the “‘mature specialist in the sub- 
ject matter who, like the author, must teach 
himself in the theory of statistics.” 

The task of the reviewer is to determine if 
the book will be of interest to the readers 
of the publication to which this review is 
submitted. To this end, the content of the 
book is first summarized, then appraised 
from the viewpoint of reader interest. 

The book is divided into five parts: The 
Specification of the Reliability Required, 
Some Elementary Theory for Design, Some 
Theory for Analysis and Estimation of 
Precision, Applications of some of the Fore- 
going Theory, and Some Further Theory for 
Design and Analysis. The first reaction of 
the reader of the JouRNAL, who has read this 
far, is likely to be, “Oh my.” Broadly speak- 
ing, this reviewer is inclined to concur unless 
the reader has had reason to develop his 
knowledge of sampling either because his is 
the task of obtaining information through 
sampling or because he has to interpret in- 
formation acquired from sampling. For these 
readers, there is reason to carry on. 

Part I should prove to be of interest, for 
review purposes if for no other, to any and 
all persons who have occasion to obtain in- 
formation through surveys or who use facts 
so obtained. The author’s definitions, dis- 
cussions, and remarks, while brief, will 
certainly cause one who has made surveys to 
nod his head in approval, and will cause one 
who uses surveys to examine more closely 
that which he is purchasing. These pages are 
not difficult to read and are recommended; 
teachers of sampling should be interested in 
the exercises. 

The remaining parts of the book are likely 
to prove to be “heavy” reading for most of 
the members of the association, the excep- 
tions being those who concern themselves 
with the theory and practice of sampling 
populations and those individuals who say 
they can read around formulas and still ob- 
tain the essential thought. For these persons 
there is much in the book that is thought 
provoking. They will be fully rewarded for 
their endeavors. These readers should be 
stimulated by the chapters, control of Risks 
in acceptance sampling, Inventories by 


sampling and Population Sample for Greece, 
They will enjoy the problem of the grocer 
who “sells an average of 100 packages (of 
cream cheese) per week. (a) What is the 
minimum Monday-morning stock if he is not 
to be caught short more than 1 week in 100 
on the average?'(b) In order not to miss 
more than 1 sale in 100, on the average?” 

This reviewer has followed the self-imposed 
rule of refraining from advancing his own 
ideas. He would like, however, to present a 
thought on terminology. Instead of using the 
words “population, universe, frame,” etc., he 
has used the terms physical universe, 
factual universe, physical sample, and fac- 
tual sample. By way of definition, a physical 
universe comprises all the persons or things 
possessing facts about a problem. A factual 
universe is all the facts (information) re- 
quired to solve a problem. A physical sample 
is a selected number of persons or things 
taken from the physical universe. A factual 
sample is all the facts (information) obtained 
from the physical sample. If the physical 
sample has been properly selected and is 
large enough, it should be a miniature of the 
physical universe. The factual sample should 
yield information which corresponds with 
that of the factual universe, allowance being 
made for errors of sampling. The problems 
encountered in physical sampling are quite 
different from those encountered in factual 
sampling. The former is concerned with who 
is to be contacted and how many, and the lat- 
ter with how to obtain the information once 
the person or thing has been contacted. The 
present book is concerned only with physical 
sampling. 

Crausin D. 

University of Santa Clara 


Men’s Wear. (New York: Fairchild Pub- 
lications, Vol. 121, No. 1, 1950. Pp. 400. 
No price given.) 


In its sixtieth anniversary issue, Men’s 
Wear Magazine includes a 133 page history 
of the men’s clothing industry in the United 
States. It is a staff-written summary, with 
a general acknowledgment to the several 
writers whose work is combined into the 
history, and to the groups and individuals 
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in the industry who have given or verified 
information. 

The account traces the origin of clothing 
manufacture in North America from home 
manufacturing through commercial handi- 
craft, and to the full mechanization of the 
making of men’s wear. In the early period, 
and even up to 1890, emphasis is placed 
largely on the emergence of particular firms, 
and on the development of local clothing 
markets. Aside from the obvious importance 
of the development of sewing and cutting 
machines, the text does not stress the eco- 
nomic and social factors (other than the 
California gold rush and the Civil War) 
which underlay the development of this 
major industry. It is a tale of the coming and 
going of firms and of the increasing volume 
and variety of merchandise they had to 
offer for sale. Though the major outlines 
of the story are available in other books, this 
story gives a much fuller account of the 
individuals and the particular companies 
engaged than is elsewhere available. Lack 
of documentation somewhat decreases the 
usefulness of the compilation for the scholar 
who would like to use the text as a spring- 
board for further research. For the teacher 
who needs background to add vividness of 
detail to courses in marketing and retailing, 
this lack of documentation is no handicap. 
Men’s Wear Magazine (originally called 
The Chicago Apparel Gazette) was launched 
in 1890. This history from 1890 gains ap- 
preciably in depth because of the volume of 
business news and background analysis 
available through the files of the magazine. 
Names and companies are still mentioned 
with abundant detail. But the narrative be- 
comes a more complete history. The eco- 
nomic growth of an industry, the sweep of 
fashions in retail.establishments, the growth 
of the union movement, the changing meth- 
ods of marketing, the influence of style 
change, the development and decline of 
national advertising, and the development of 
chain store organizations—these are the 
strands with which the bulk of the history is 
woven. Though of minor importance against 
the straight telling of a story, analysis is of 
greater importance. The large number of 


pictures, particularly of men’s wear stores 
of various periods, adds greatly to the value 
of the work. 

The use of the anniversary issue of Men’s 
Wear Magazine to carry this history of the 
industry constitutes a real service to teach- 
ers of marketing and retailing. 

Lawrence C, LockLey 
New York University 


PianneD Pacxacinc, by Harry Jones. 
(London: George Allen & Unwin, Ltd.; 
New York: The Macmillan Company, 
1950. Pp. 216. $7.50.) 


In this publication the author, a practical 
designer with an extensive knowledge of 
marketing and advertising, presents a real- 
istic examination of the current status of 
packaging in Britain and sets up an objec- 
tive program for its improvement. Of the 
thirty trenchant chapters in the book the 
first third covers the evolution of packaging 
up to the present, with copious comparisons 
and contrasts with the development in the 
United States. The next third treats various 
aspects of the shift from the commercial 
art, or “label and box,” concept, to the 
planned packaging which results from “‘pack- 
age engineering.” The last third sets up a 
curriculum for the training and development 
of the new type of package designer deemed 
essential to the preservation and promotion 
of the commercial life of Britain. 

Mr. Jones is something of a crusader. He 
pleads for recognition for the Package De- 
signer and for a place in the Industrial hier- 
archy for the Package Design Department 
on a level of authority equal to that of the 
Sales, Advertising, and similar Departments. 
He chides both the designer and the manu- 
facturer: the designer because he persists in 
remaining an artist, refusing to conceive his 
work in a commercial setting; the manufac- 
turer because in his “I know what I like” 
attitude he refuses to seek the counsel of 
qualified experts. He urges the establishment 
of a training school patterned after the 
Chicago School of Design, supplemented by 
such subjects as marketing, advertising, and 
commercial practice. (When such a school is 
set up, Planned Packaging by Harry Jones 
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should surely be a required text.) In con- 
clusion he exhorts his countrymen to “pro- 
duce planned packaging worthy of the gen- 
ius of a nation whose skill and inventiveness 
in industrial development have always been 
the envy of the world.” 

British readers will find in this volume 
searching analysis of the reasons for their 
“‘packaging lag,” constructive criticism of 
current conditions, and proposals for im- 
provement. American readers, appreciative 
of the deference paid to their packaging 
progress, will not become complacent but 
rather will heed the challenge of this book to 
continue to produce Packaging Consultants 
who are a combination of engineer, market- 
ing expert, research analyst, and artist— 
men whose idea of esthetics is a beautiful 
sales curve. Colleges of Business Adminis- 
tration which in their divisions of Production 
and Marketing, in cooperation with Col- 
leges of Engineering and Schools of Art, 
place emphasis on the profit value of the 
package “‘as part of a well-conceived and 
well-balanced marketing plan,” will find 
this a useful reference work. 

Mechanically the book is a striking exam- 
ple of printing artistry; its size (73” 9%") 
sets it off; it is good package design. The 
heavy, glazed paper is well adapted to illus- 
trations. Some 200 separate packages— 
roughly half of them of American origin— 
are shown in 23 full-pages and 23 half-pages. 

Henry A. Burp 
University of Washington 


GRUNDLAGEN UND TECHNIK DES VERTRIE- 
BES, by Waldemar Koch—two volumes. 
(Berlin: Finanz-Verlag, 1950. 1st Vol. 
Pp. 731, 2nd Vol. Pp. 538. No price given.) 
This is one of the first books on Marketing 

to come out of Germany since the end of the 

war. It is bulky, ponderous, thorough; es- 
sentially a work of compilation, without 
great originality or depth of thought. 

The two volumes number a total of ap- 
proximately 1300 pages. More than a text- 
book on Marketing, the work is a hand-book 
or even an encyclopedia on the subject. The 
author attempts to cover too much ground. 
He does not seem to be able to restrict his 


matter within its own natural and inherent 
limits. One feels that such subjects as Ad- 
vertising, Marketing Psychology, Imports 
and Exports would benefit when handled 
separately, without grouping them all to- 
gether in a Marketing melange. 

The first volume covers such topics as: 
Merchandising Analysis; Marketing Or- 
ganization; Marketing Psychology; Adver- 
tising and Publicity; Sales; Customers’ 
Handling. The second volume is dedicated 
to the study of: Market Investigation; Dis- 
tribution; Marketing Methods; Imports and 
Exports; Prices and Costs. 

From the viewpoint of general balance, it 
would appear that the book is too vast in its 
coverage for the College student; on the 
other hand, it does not seem to be practical 
or thorough enough for the business man 
who may want to keep the volumes on his 
desk for occasional consultation. 

The most interesting part of the book was 
the evidence the author shows of familiarity 
with American sources on the subject of 
Marketing and allied subjects. Though the 
publications of United States origin he lists 
are not too recent, a great many of them are 
included in the bibliography. In addition, 
a number of charts obtained from these 
American publications are reproduced within 
the text in their original English. 

It is this rather heavy American character 
of the book which gives to it its special sig- 
nificance and most of its value. Here is the 
implicit recognition of the superiority of 
some of the American views and methods in 
the field of Marketing. There is also a 
serious and honest attempt to equate two 
cultures—the American and the German— 
even if the territory is of necessity restricted. 
It is for these reasons that publications such 
as this one by Dr. Koch are extremely wel- 
come, even when, as in this case, the Ameri- 
can reader will find very little that is new. 

C. M. Fiumiani 
University of Santa Clara 


Case Histories oF SuccessruL MARKET- 
inc, by Hector Lazo. (New York: Funk 
and Wagnalls Company, 1950. Pp. 261. 
$4.75.) 
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In this book are 55 marketing problems, 
with their solutions. Each case represents an 
authentic marketing situation and tells how 
the concern handled the situation—in a 
very few cases none too successfully despite 
the volume’s title. 

Seven of the case histories deal with 
pricing; five, with packaging; eleven, with 
dealer relations; three, with branding and 
labeling; thirteen, with “merchandising meth- 
ods”; nine, with salesmanship; and seven, 
with consumer and sales research. A few of 
the cases are based in part on articles that 
have appeared in Printer’s Ink, Sales 
Management, Modern Industry and Modern 
Packaging, although the bulk of the histories 
have been developed independently by the 
author. 

The fifty-five problems deal with subjects 
pertaining to almost all of the major func- 
tions of marketing, and, in general, there is a 
commendable diversity among the histories 
that fall in each marketing sector. A few of 
the case histories suffer from the brevity of 
the treatment, but, by and large, the author 
has succeeded quite well in picturing the 
market problem and delineating the solution 
with satisfactory particularity. 

The volume is designed to aid both sales 
and marketing executives with policy- 
making responsibilities, as well as students 
and instructors of present-day marketing. 
It should prove especially helpful to the 
latter, more particularly such of them as are 
in the “Principles of Marketing” course. To 
this end the “Topical Index of Marketing 
Functions,” found at the end of the book, 
can be put to good use. 

F, Breyer 
University of Pennsyloania 


Sates ENGINEERING, by Bernard Lester, 
and edition. (New York: John Wiley & 
Sons, Inc. London: Chapman & Hall, 
Ltd., 1950. Pp. 226. $3.00.) 


The term “sales engineering” has cur- 
rently two chief senses. These are (1) the 
engineering of sales and (2) the work of the 
salesman-engineer, the selling of equipment 
and of engineering services. Lester uses the 
term in the latter sense. 


The engineering of sales refers to the ap- 
plication of managerial, psychological, and 
sociological knowledge to the development 
of an efficient and relatively adequate sales 
organization and strategy. This sense is 
related to such other terms as “‘the engineer- 
ing of consent,” applied to carefully planned 
publicity projects. 

Sales engineering, in Lester’s sense, is “‘the 
art of selling equipment and services that 
require engineering skill in their selection, 
application, and use.” And he adds, “‘Where- 
as the sales engineer is hopelessly lost with- 
out an abundance of technical knowledge 
dealing with a process or an industry, the 
clever merchandise salesman can shift his 
skill from one simple product to another 
without too much preparation.” The success 
of the engineer-salesman thus depends even 
more upon the analysis and solution of 
engineering problems than upon the use of 
typical sales techniques of other sorts. 

Lester assumes an appropriate fund of 
engineering knowledge upon the part of 
potential sales engineers and then devotes 
his book primarily to the market, sales, and 
other public and customer relations aspects 
of sales engineering as he views that subject. 
The five parts of the book thus deal with: 
The general field; the problems of buying 
and selling; the engineer-salesman in action; 
the problems peculiar to his selling to those 
who buy for resale; and the training and 
development of engineer-salesmen. 

This book is a fairly adequate manual for 
the precise initiation of persons into the role 
of salesman-engineer for business organiza- 
tions as they are today in our society. But 
its parsimonious presentation provides no 
perspective upon the relationships of that 
role to a constantly changing industry in a 
constantly changing economy and society. 

Given persons who can happily become re- 
spectable, subservient round pegs for round 
holes, this book provides them with a blue- 
print for conformity to such pegdom. But 
it is a depressing and a psychologically and 
sociologically inadequate perspective and 
role. 

Lester himself suspects that few relatively 
competent human beings can make a life 
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career satisfactorily out of such a confining 
role. As he observes, “Tracing the careers of 
a large number of sales engineers shows 
that many of them reach a peak of accom- 
plishment rather early in life.” They then 
become distracted with “some sidetrack of 
interest that leads nowhere.” Naturally he 
does not differentiate between that “no- 
where” and his “somewhere.” 

According to Lester, the most common 
sidetracks are: “golf, cocktail parties and 
night life, overemphasis on technical matters 
(becoming a ‘technical dope fiend’), coasting 
on friendships and thus losing aggressiveness, 
and jumping from one brilliant idea to an- 
other.” It is the old story of giantism in 
social organization requiring the develop- 
ment of completely dependable human tools 
and of the presence of quite undependable 
human beings as the only available raw 
materials out of which to mould rational 
and subservient instruments. 

In its search for dependable skilled em- 
ployees—whether engineer-salesmenorothers 
—management all too frequently places its 
faith in forcing human materials to conform 
with such blueprints as Lester offers. It be- 
lieves that it can better depend upon mental 
instruments than upon well-rounded per- 
sonalities. But human instruments are brit- 
tle and lack the resilience and adaptability 
to changing conditions essential in highly 
trained employees. With all the risks in- 
volved, the person educated more broadly 
and more controversially in the ways of 
human society is less likely to bog down in 
what Lester calls “sidetracks” and more 
likely to become a useful citizen and in- 
dustrial functionary. 

AtrreD McCuunc LEE 
Brooklyn College of the 
City of New York 


Letrerinc. The History and Technique of 
Lettering and Design, by Alexander 
Nesbitt. (New York: Prentice-Hall, Inc., 
1950. Pp. 300. Price $6.00.) 

This book is admirably suited for the stu- 
dent of the origins of lettering with some cur- 
rent applications. This work demonstrates 
that Mr. Nesbitt is a keen student of the 


graphic arts, and a craftsman of lettering, 

The book is divided into two parts. Part I 
is concerned with the History of Letters from 
the pre-Greek period to contemporary times. 
Part II is a Practical Course in Lettering, 
showing methods of design, tools to be used, 
and how to do various types of letters and 
layouts. 

In Part I, which consists of ten chapters, 
the author presents the contribution of each 
civilization. Picture writing in its early forms 
is first shown with illustrated examples. The 
transition from these pictures to the Classic 
Greek Alphabet is then indicated. The 
Roman contribution in the form of capitals 
using the Trajan column as a base is a note- 
worthy development of seven centuries. 

The runic alphabet (from rune meaning 
secret) represents the contribution of the 
Germanic areas in the pre-Christian era. 
These letters were almost entirely verticals 
with straight or curved oblique strokes. 
The Carlovingian minuscule, Arabic numer- 
als, and the Gothic from Italy are described 
in detail. 

After the invention of movable type by 
Gutenberg (1450) the beginnings of type 
forms as we know them are described. Con- 
tributions of Caslon, Bodoni, Jenson, Ma- 
nutius (inventor of italic), Estienne, Gara- 
mond, and many other famous type crafts- 
men are described in their historical setting. 

With the growth of advertising in the 
twentieth century, new forms of lettering, 
particularly for headlines, begin to appear. 
The transition from the formal script, the 
roundhand, and the brushscript, currently 
used, is shown with a liberal use of illustra- 
tion. The technological development in 
printing processes accounts for changes in 
more simplified forms of lettering. 

In Part II the author attempts to give a 
practical course in lettering in the remaining 
six chapters. Although by no means com- 
prehensive, these pages remove some of the 
mystery of hand lettering which can be done 
by the layout artist with practice and proper 
equipment. 

This section begins with practical exer- 
cises in lettering of all different kinds, and 
then covers the field of layout. In the latter, 
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pictures show how to make dummies for 
books and booklets to get the necessary 
integration of space with pleasing lettering 
arrangements. The last chapter is an exer- 
cise in poster design in which its historical 
development is sketched from early begin- 
nings to its present form. At the end of the 
book are five pages of bibliography contain- 
ing many references on lettering which 
would be of interest to the student. 

This book is comprehensive enough from 
the point of view of both its theoretical and 
historical concepts as well as its practical 
applications to be a worthy addition to the 
libraries of art and journalism schools, to 
the personal collection of the lettering crafts- 
men, to the commercial artist, or to the 
beginner in art and layout who wishes to en- 
rich his understanding of lettering in its true 
perspective. 

Ricwarp D. Mitiican 
University of Illinois 


Apvertisinc Work ToLp witH Pictures, 
edited by Lester Olsen. (New York: Funk 
and Wagnalls in association with Printer’s 
Ink Publishing Co., 1950. Pp. 160. $7.50.) 


This book, an addition to the Printers’ 
Ink Business Bookshelf, was sponsored by 
The Milwaukee Advertising Club and 
Graphic Arts Guild of Milwaukee. The aim 
of the publication as expressed by the author 
in the Introduction is as follows: ‘Told with 
pictures, this book brings to the nation the 
first complete graphic story of the workings 
of advertising in all its branches. It actually 
takes you on a pictorial trip, step by step, 
through all the major phases of advertising 
work” (p. 5). The attempt to fulfill this 
rather broad claim is made by means of 410 
“Lifelike pictures,” each accompanied by a 
paragraph of explanatory text. 

The book is divided into four sections. 
The first, the Introduction, includes chapters 
on Advertising Work, Advertising Agencies, 
and Retail Advertising. The second section, 
Media, includes chapters on Newspapers, 
Magazines, Direct Mail, Radio, Television, 
Outdoor, and Motion Pictures. The third 
section, Materials, includes chapters on 
Paper, Art, Photography, Photo Engravings, 


and Exhibits and Displays. The fourth and 
final section, Methods, includes chapters on 
Letterpress Printing, Lithography, and Silk 
Screen Printing. Each chapter is introduced 
by one page of text material, with the re- 
mainder consisting of pictures of various 
phases of the topic, with usually rather brief 
explanatory text printed alongside the pic- 
ture, 

This book does give in concise form a good 
deal of information about the topics named 
in the chapter headings, primarily of a tech- 
nical nature. For example, in the chapter on 
the newspaper, much good technical infor- 
mation is given on various aspects of how a 
newspaper is produced and published. The 
same is true of most of the other chapters on 
media, materials, and methods. The individ- 
ual pictures are very well done, and, on the 
whole, well-selected for the story to be told. 
Many people engaged in advertising will find 
this a good publication for obtaining a quick 
and rather easily absorbed brief story of the 
technical phases of those topics indicated 
by the chapter headings. They may thus 
find this book useful as a quick reference to 
certain aspects of the processes involved in 
the production of the Media, Materials, and 
Methods listed. 

However, in the opinion of this reviewer, 
the publication falls short of its goal, the 
“complete graphic story of the workings of 
advertising in all its branches.” For, al- 
though it contains much technical informa- 
tion about the production aspects of the 
topics covered, it includes very little about 
their relative value and use in advertising. 
For example, in the case of the newspaper, 
it contains a large amount of information 
about the production of a newspaper and 
the operation of the newspaper’s advertising 
department, but it gives virtually nothing 
about the relative value and use of the news- 
paper as a medium for advertising. And, to 
this reviewer, such things as the use of the 
newspaper as a medium, the preparation of 
advertisements designed for the newspaper, 
and the selection of the proper newspaper 
to use as a medium are more important to 
people in advertising work than the tech- 
nical aspects of newspaper production and 
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operation. Similarly, with regard to the 
chapter on Paper, under Materials, informa- 
tion on types and qualities of paper to use 
under varying circumstances, relative costs, 
etc., appear more important to people in 
advertising work than the technical informa- 
tion given here on how paper is produced. 
This would be the primary criticism of the 
entire book—that it covers detailed tech- 
nical information on the individual topics 
noted in chapter headings, but does not re- 
late them to the use and applicability there- 
of in advertising. 

Another basic criticism would be levelled 
at the original concept of presenting the 
subject pictorially. Although many topics 
can be explained better with pictures than 
with words, it is questionable that this is 
always true. In many instances in this book 
it would seem that a few pages of textual 
material (not just a paragraph) would ex- 
| plain far more than the illustrations used. 
; Also, in many instances, the pictures add 

. little, if anything, to the reader’s under- 
standing of the topic involved. Further, a 
certain jerkiness and seeming lack of con- 
tinuity results from the dependence on pic- 
tures as the primary means of conveying the 
story. The book also is believed somewhat 
deficient in extent of coverage, for a number 
of topics considered important in advertising 
a work are merely touched on incidentally. A 
a few of these topics which it would appear 

should have been included or have had 

greater emphasis in a book on advertising 

work are consumer and market research, 

copywriting, layout, selection of the medium, 

miscellaneous media, and the testing of ad- 

vertising. Admittedly, it would be difficult 
to do much with some of these topics from 
a graphic standpoint. Other minor criticisms 
include the use of many technical terms with- 
out definitions or explanations of their 
meaning (detracting from the value of the 
book if used by students and beginners, as 
advocated in the Introduction), and the 
failure to include an index. 

The above criticism may be somewhat 
harsh, since it is doubtful that the editor 
intended to indicate coverage of the entire 
field of advertising in a book of 160 pages, 


despite the inclusion in the Introduction of 
the statement quoted above. The book does 
cover certain technical phases of media and 
production very well, and it is believed many 
practitioners and beginners in advertising 
would find much useful technical material 
in it. The book is, however, too specialized 
and narrow in its approach to be adaptable 
for use as a textbook in a general course in 
advertising, while not sufficiently complete 
on any one topic to constitute a text for 
specialized courses, or to be very valuable as 
collateral reading. Most members of the 
American Marketing Association would also 
find the book too limited in approach to be 
of great value to them, although they would 
find a great deal of interesting information 
about certain aspects of advertising work. 
Credit should be given to those who con- 
ceived and produced the publication for a 
novel, interesting, and practical approach to 
their subject, and for the excellent physical 
production of the illustrations and book. 
ARTHUR KROEGER 

Stanford University 


Crepits AND CoLLecTions, by J. 
Rodriguez Sanchez. (New York: Prentice- 
Hall, Inc., 1947. Pp. 417. $5.00.) 


Several books on the techniques of export- 
ing and importing have appeared in recent 
years. Foreign Credits and Collections is con- 
cerned with one specialized area of this gen- 
eral field. 

A major portion of modern trade is trans- 
acted on a credit basis. The fundamental 
principles of credit extension are the same 
for both foreign and domestic trade, but 
significant differences exist because of the 
diversity of habits, customs, laws, and terms 
of sale among the nations of the world. 
Special problems also arise with respect to 
availability of foreign exchange, adequacy of 
transportation facilities, and insurance of 
shipments. 

The extension of foreign credits cannot be 
considered as an isolated activity. In view 
of the fact that performance of this function 
is related to the economic condition of the 
importer, his market, and his country, it 
becomes as broad a thesis for investigation 
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as international trade itself. The reconstruc- 
tion of the world trade network remains a 
major problem. Satisfactory short-term and 
long-term financing can facilitate the ex- 
change of goods and services. 

The man in charge of foreign credits must 
be carefully selected and trained. One quality 
prerequisite to this position is the capacity 
to understand the people and environment 
of other lands. Since one of the credit man’s 
main objectives is to reduce losses to a mini- 
mum, his duties include gathering credit 
information, and selecting and collecting 
accounts. 

The book is divided into four parts. Part 
one contains definitions of some technical 
expressions utilized in the text, and indicates 
the relationship of the trade of the United 
States to the International Monetary Fund, 
the World Bank, and the proposed Interna- 
tional Trade Organization. Other chapters in 
the section consider the foreign credit man, 
the foreign credit department, and the for- 
eign agent. 

The risks involved in extending foreign 
credit are the focal points in part two. Be- 
ginning with a discussion of factors affecting 
the market risk, this section proceeds with 
an analysis of the marine, war, price, trans- 
fer, and merchandise risks. A separate chap- 
ter is devoted to the credit risk. The five C’s 
of foreign credit extension are the condition 
of the country and of its currency, and the 
character, capacity, and capital of the im- 
porter. A variety of sources to which the ex- 
porter can refer for information about the 
market and the importer are listed. 

The subject of the next section is the 
financing of export business. This entails an 
examination of the types of drafts used under 
diverse circumstances, commercial letters of 
credit, the shipping documents, and foreign 
credit insurance guarantees. Exports can be 
financed by the seller, the buyer, or the 
factor. The steps to be taken in completing 
several typical transactions are clearly out- 
lined by the author. 

Methods of collection, retail credits, con- 
signment accounts, installment selling, and 
the legal aspects of foreign credit are some 
of the topics included in part four. The im- 


portance of prompt collection of foreign 
accounts is emphasized. If accounts are not 
liquidated at the stipulated time, the reason 
for delay must be determined, the difficulties 
appraised, and a suitable plan to stimulate 
the debtor established. Should measures to 
avoid controversies fail, mediation or arbi- 
tration can be utilized to reach a settlement. 

The text is well illustrated with the numer- 
ous documents and forms auxiliary to foreign 
trade shipments; this gives the reader an 
opportunity to become familiar with the 
phraseology customarily used in foreign 
credit instruments. If a list of the seventy- 
two illustrations were provided, however, 
location of any particular illustration would 
be facilitated. The book concludes with an 
appendix and brief bibliograpny. 

Although the author’s aim is to be prac- 
tical and to present the mechanism of foreign 
credits and collections, he includes a delinea- 
tion of the broad objectives of credit exten- 
sion and criteria for evaluating procedures. 
With clarity and conciseness he introduces 
in each major section numerous topics re- 
lated to the main subject of the section. 
There are short scattered summaries, but 
the inclusion of regularly placed summaries 
in each chapter and the incorporation of a 
concluding summary chapter might serve to 
emphasize significant relationships and unify 
the separate sections. 

The author has been in charge of a foreign 
credit department for nine years, and an ex- 
port manager for nearly twenty years. Ex- 
perience thus acquired provides a constant 
check upon the principles and practices 
selected for presentation. A study of this 
segment of trading procedure is a welcome 
addition to the literature of foreign com- 
merce. 

Grace BECKETT 
University of Illinois 


ErrectivE Retain ADVERTISING, by Irving 
Settel. (New York: Fairchild Publica- 
tions, Inc., 1950. Pp. 216. $4.75.) 

This is a 179-page book on retail adver- 
tising printed on a 4”X5}” page. The ques- 
tion becomes: How much advertising know- 
how can be packed into so small a space? 


VG 
of 
eS 
nd 
ng 
ial 
ed 
dle 
in 
‘te 
or 4 
‘ 
he 
sO 
De 
ld 
yn 
k. 
he 
al 
t 
- 
t a 
) 
f 
f 


514 


THE JOURNAL OF MARKETING 


And that question is even more pertinent 
when you observe that from the 179 pages 
must be subtracted 46 pages of illustrations 
and just plain blank space (31 pages of 
illustration and 15 blank pages). That makes 
it a 133-page book of text material purport- 
ing to treat with a rather formidable col- 
lection of advertising topics: (1) advertising 
copy, layout, production, services and budg- 
eting; (2) the following media: newspapers, 
direct mail, radio, television, signs, blotters, 
circulars, telephone directory, classified; 
and (3) publicity, organization of a sales pro- 
motion campaign and twelve pages of 
“Tested Advertising Ideas That Can Stimu- 
late Your Business.” 

One is reminded of the rather well known 
legend or fact: the engraving of the Lord’s 
Prayer on the head of a pin. But the analogy 
is not accurate; at least the prayer is said to 
be on the pin in its entirety. Mr. Settel 
could not possibly have been that complete 
with his subject in 133 pages. 

Mr. Settel states that the general purpose 
of the book is to provide a guide for the 
promotional activities of the small merchant, 
to produce a comprehensive text for the stu- 
dent of business and retail advertising. In 
the introduction he writes that he was con- 
fronted by a number of leading trade journal 
editors and retailers who urged him to write 
a book on advertising that would be both 
simple and comprehensive to serve the 
country’s retailers and students of business. 
He also states that the need for such a book 
has long been known. He further claims that 
few existing texts fulfill the requirement for a 
workable blueprint to guide the daily pro- 
motional activities of the practitioner and 
at the same time provide a basis for study 
by the student! 

Mr. Settel is a good writer. He is probably 
a successful advertising man. In his Effective 
Retail Advertising he has simplified and cut 
and condensed to the point where the mate- 
rial presented is thin to the point of emacia- 
tion. 

The negative comments in this review to 
the contrary notwithstanding, Effective Re- 
tail Advertising is a good introductory book 
for a reader who needs no more than a very 
brief taste of what it is all about. It would 


be quite satisfactory for a one-term high 
school and secondary school evening adult 
school introductory course in small busi- 
ness advertising. If it were not for the fact 
that these 164 pages plus the informative 
appendices are priced at $4.75, Mr. Settel 
and his publishers might be able to sell 
thousands of books to the large secondary 
school market. 
L, Doremus 

New York University 


INTRODUCTION TO SALES MANAGEMENT, by 
Harry R. Tosdal. (New York: McGraw- 
Hill Company, Inc., 1950, 3rd ed. Pp. 629. 
$5.50.) 


Many changes have taken place in the 
marketing field during the decade since the 
second edition of Tosdal’s Introduction to 
Sales Management was published. As a re- 
sult, the appearance of the third edition is a 
welcome and long-awaited addition to sales 
management case literature. 

The plan of the third edition of Introduc- 
tion to Sales Management is simple, and very 
similar to that of the first two editions. The 
book is organized into ten chapters as fol- 
lows: problems of sales management; product 
planning, product policy, product research; 
distribution policies; pricing and terms of 
sale; market and sales planning, sales pro- 
grams and sales promotion; sales organiza- 
tion; management of sales force; filling and 
delivery of orders; and control of sales opera- 
tions. This organization differs from that of 
the second edition only in that the chapter on 
market and sales planning has been pulled 
down from the second to the fifth chapter in 
the new edition. 

Chapter I is brief and made up entirely of 
text material introducing the field of sales 
management. All other chapters and sections 
within chapters begin with a brief textual 
statement of general principles followed by a 
number of selected cases for student analysis 
and class discussion. Supplementing these 
longer cases at the end of each chapter are a 
series of brief cases and problems which illus- 
trate still further the principles in the same 
general area but under varying conditions 
and for different industries. 

Although similar to the second, the new 
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edition of the text constitutes a thorough 
revision of the cases and problems with more 
than half of the material new. Some of the 
cases have been continued from the first 
edition and others from the second, but the 
majority are new or have been brought up 
to date both chronologically and in the light 
of recent market and management principles. 
The number of cases remains the same— 
106—but the average length and degree of 
detail has been increased considerably. 
The result is a larger book containing more 
than one hundred additional pages. Cases 
included are of two types: first, those which 
contain specific questions or problems for 
analysis and solution, and second, those 
which illustrate good practice in whole or in 
part. The first type predominates. While the 
introductory text material has been ex- 
panded slightly at certain points by the in- 
clusion of material relating to recent develop- 
ments, in remains basically the same as in 
the earlier edition. 

If the reviewer has any adverse criticism 
of the book, it is that in spite of its size addi- 
tional text material would be helpful, al- 
though in his opinion this should not be in- 
cluded at the sacrifice of case material. In 
the reviewer’sopinion considerable additional 
text material is necessary for maximum 
teaching results. Naturally this can be ac- 
complished through collateral library assign- 
ments, where sufficient duplicate copies of 
general basic texts are available, or through 
the use of a second supplementary text. In 
the reviewer’s own class this latter method 
was used during the fall semester with excel- 
lent results. However, an enlarged text, pos- 
sibly even a two-volume series, of carefully 
correlated text and case material would sup- 
ply a real need. 

It should be added that such a plan as 
suggested was not the objective of the 
author, as he states in his preface “‘. . . no 
attempt has been made to make this volume 
primarily a declaratory text on sales man- 
agement.” Consequently, in the light of his 
objective, to provide primarily a case book, 
he has done an excellent job. Extensive and 
carefully prepared reference citations are 
contained at the close of each of the ten 
chapters. 


The new edition of Introduction to Sales 
Management is an outstanding and highly 
welcome addition to the literature in the 
field. It should be widely adopted wherever 
the case method of instruction is used. 

Horace B. Brown, Jr. 
University of Oklahoma 


BRIEFLY NOTED 
By Cuartes J. DirKsEN 


ConsuMER Markets—1950-1951. (New 
York: Associated Publishers, Inc., 1950. 


Pp. 882. $5.00.) 


The 1950-1951 edition of Consumer Mar- 
kets is a compilation of the most recent, com- 
parable market data available at state, 
county, and city levels. 

Designed to help advertisers with their 
sales, advertising, marketing, and media 
problems, marketing men will find in this 
issue an excellent source of data. 

While it does not offer a complete tabula- 
tion of all available data, it does include a 
compilation of the basic data that advertis- 
ing and marketing executives generally re- 
quire. 

In the current edition, new features which 
have been added include: Current estimates 
of Sales, Population, Households, Retail 
Sales; more maps with scales of miles; 
Business Data on “Covered Employment” 
’48, Census of Business ’48, and Census of 
Manufacturers ’47; and Bank Deposits and 
“E” Bond Sales. 

Standard Rate Data Service has done an 
excellent job of presenting the data in an 
unbiased manner. Marketing men will find 
here a reliable source of important and valu- 
able statistics. 


Twenty-Seconp ANNUAL Boston ConreER- 
ENCE ON DistriBuTION. (Boston: Retail 
Trade Board Boston Chamber of Com- 
merce, 1950. Pp. 123. $3.90.) 

The report of this important annual 
Conference on Distribution presents the 
significant contributions which were made 
by the various participants. 

Included among the speakers were Louis 
B. Lundborg, Robert F. Elder, Paul H. 
Nystrom, Marion Harper, Jr., Nelson A. 
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Miller, and John W. Craig. While they em- 
phasized different aspects of distribution, 
all of them indicated their realization of how 
problems of distribution are accentuated in 
a wartime period. 

In the hope of encouraging closer atten- 
tion to the problem of developing young men 
and women for executive leadership ‘of the 
type that embodies community responsi- 
bility, the Boston Conference asked a num- 
ber of leading executives to express their 
opinions on this issue. The seventy executives 
questioned were in complete agreement on 
the following points: 1. Proper selection for 
the job; 2. Important duties of management 
in recognizing its responsibilities to the com- 
munity; 3. Management should set the exam- 
ple of participation; 4. Active participation 
by the younger executives; 5, Encourage- 
ment of general education. 

The Boston Conference on Distribution 
is to be commended for the very concrete 
contributions which it makes to a better 
understanding and appreciation of the prob- 
lems of distribution. 


SuGGESTED ReEsEARcH ProBLemMs: Busi- 
NEss-Economics, Sixth Edition, edited by 
Lyle C. Bryant. (Washington: U. S. Dept. 
of Commerce, 1950. Pp. 116. No price 
given.) 


The 1950 volume is the sixth edition of 
Suggested Research Problems: Business- 
Economics. It is part of a program of the 
U. S. Department of Commerce to facilitate 
useful research in Universities and to famil- 
iarize business men with results of such re- 
search. 

A total of 213 different business and eco- 
nomic research problems is listed. These 
represent the suggestions of 181 different 
individual and organizational contributors. 
The problems included cover most of the 
important fields of business and economics. 

Private research organizations as well as 
universities will find this study convenient 
as an indicator of the current thinking of 
many who may be interested in having re- 
search done. 


A Primer OF ENGRAVING AND PRINTING, by 


Harry A. Groesbeck, Jr. (New York: 
Colton Press, Inc., 1950. Pp. 174. $2.50.) 


This little book was completed by Mr. 
Groesbeck a short time before his death 
last June. 

It carries out two aims. One is to provide 
the beginner in the graphic arts a basic un- 
derstanding of the techniques and mechanics 
of graphic reproduction. The other is to give 
the more experienced-printers, salesmen, 
production men and women, and workers in 
advertising agencies, a renewed grasp of 
fundamentals that may have become ob- 
scured. 

Covered are square finish halftones; with 
data on staging, re-etching, burnishing; 
combination line and halftones; highlight 
halftones; zinc line plates with Ben Day; col- 
or plates on zinc; combining negatives by 
stripping, double printing and surprinting; 
outlining, vignetting, ovals, circles and 
round corner plates; process color work 
proofs. 

The author has translated his experience 
into informational and readable terms. 


Maxine Capitatism Work, by Dexter 
Merriam Keezer and Associates. (New 
York: McGraw-Hill Book Company, Inc., 
1950. Pp. 316. $3.50.) 

This book was not designed primarily as a 
text but it is of such significance that it will 
be of interest for supplementary use in 
College classes. 

It represents a comprehensive and real- 
istic analysis of the performance of our 
economic system at the present time, with 
recommendations for its improvement. 

The survey covers such immediate prob- 
lems as national resources and international 
economy, fair competition, and the key role 
of profits, individual incentives, and social 
welfare. 

Many charts and tables effectively point 
out the urgency of the problems analyzed. 


Type Face AND PropucTION TECHNIQUES 
FOR CREATING EFFECTIVE ADVERTISE- 
MENTS. (Wisconsin: The Milwaukee Jour- 
nal, 1950. $1.50.) 
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This book is not a technical treatise— 
rather it is a companion volume to the re- 
cently issued “Production of R.O.P. Color,” 
for primary use in the effective development 
of all phases of black and white newspaper 
advertising. 

To the layout man lettering a line of type, 
to the production man fitting type to a given 
space, this book serves as a handy desk refer- 
ence source. The hard cover and spiral bind- 
ing were chosen so that the covers, opening 
back to back, would serve as a desk easel. 
For this reason, too, all the pages which 
illustrate display type faces are set vertically. 

A complete alphabet is shown in all type 
faces. In addition to the alphabet, other 
sizes of the same type family are illustrated 
to show relative size and weight. The dis- 
play faces are in related groups, too: Roman, 
Modern Roman, Cursive and miscellaneous, 
Sans Serif and Reproduction types. This 
makes it possible to compare similar type 
faces conveniently and choose the one most 
likely to create the effect desired. 

As a separate insert, “Type Selector” is 
included. This illustrates examples of vari- 
ous body types available at The Milwaukee 
Journal. Another of the features of this book 
is a table of “Type Comparatives.” Key 
numbers shown in the tables correspond to 


key numbers on the type fitting charts. 


Market Researcu Sources (9th edition). 
(Washington: U. S. Department of Com- 
merce, 1950. Pp. 261. $2.25.) 


In this ninth edition, the first since 1940, 
will be found sources of prepared data useful 
in setting sales quotas, measuring market 
potentials, analyzing present and future 
trends, and many other marketing problems. 

Included are references to research con- 
ducted by Federal and State government 
agencies, Chambers of Commerce, trade and 
professional associations, colleges and uni- 
versities, publishers, and commercial organi- 
zations. This book emphasizes postwar activ- 
ities and stresses scientific methods used in 
measuring consumer needs, in choosing chan- 
nels of distribution, and in adopting products 
to current conditions. Over 1,500 sources of 
information are listed, citing approximately 
5,000 research projects. 

The index in the 1950 edition is more ade- 
quate than the one used in the 1940 edition. 
Men in the marketing and sales fields will 
welcome this book. It is a very thorough and 
complete compilation and it is hoped that 
the Department of Commerce will be able to 
continue making this national inventory of 
available market research material. 


rk: 
0.) 
Ar. 
ith 
ide | 
In- | 
ics 
ve 
n, 
in 
of | 
b- | 
th 4 
ht ’ 
| 
| 
id 
-k 
: 
id 


A.M.A. Notes 


GEORGE H. BROWN 
Editor 


The Chicago Conference 


We are glad to see attendance at the 
Winter Conferences climbing. Approximately 
7oo registrants enjoyed the well-planned 
program arranged by Robert F. Elrick and 
his program committee. William F. O’Dell 
was General Chairman and his entire com- 
mittee working behind the scenes made the 
Conference the efficiently coordinated event 
that it was. The program appears below: 


Conference Program 
Wednesday, December 27 


9:00 A.M. ReGisTRaATION—The Congress Hotel 
12:00 NOON—LuNCHEON MEETING 


“Responsibilities of Marketing Men Today,” James L. 


Palmer, President, Marshall Field and Co., Chicago, 
Illinois 
2:30 P.M. GENERAL SEssION 
“Marketing in a Mobilized a 
George Halpin, Executive Vice-President, Minnesota 
Mining and Manufacturing Co., St. Paul 
Ray Mithun, President, Campbell-Mithun, Advertis- 
ing, Minneapolis 
Harry Tosdal, Harvard University, Cambridge 


ConsuMER DuraB_e Goons 

Chairman: G. H. Wegner, Merchandising and Research, 
Arnold, Schwinn and Co., Chicago 

9:45 A.M. “Market Analysis and Exploration,” De- 
veloping a Successful Merchandising Program, Alex 
M. Lewyt, President, Lewyt Corporation, Brooklyn 

10:50 A.M. “Product and Service Development,” Better 
Facts and Better Automobiles, G. H. England, Con- 
sumer Research, Ford Motor Company, Dearborn 

2:00 P.M. “Sales and Distribution,” The Function of a 
Wholesaler, Frank B. Kaufman, President, Hibbard, 
Spencer, Bartlett & Co., Evanston 

3:00 P.M. “Advertising and Promotion,” Packaging the 
Promotion-Problems of an Active Case History, 
Charles E. Anderson, Director of Research and Acting 
Director of Advertising and Merchandising, Club 
Aluminum Products Co., Chicago 


BUSINESS WORKSHOP SESSIONS 
Consumer Non-DurasB_e Goons 


Chairman: Frank E. Walsh, Sales Research Depart- 
ment, Armour & Co., Chicago 
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9:45 A.M. “Product and Service Development,” History 
of Cheerios’, Development and Introduction, Gordon 
A. Hughes, Manager, Market Analysis Department, 
General Mills, Inc., Minneapolis 

10:50 a.M. “Sales and Distribution,” Increasing Sales 
Through Market Research—A Case History, Karl L. 
Gretz, Sales and Advertising Manager, William 
Gretz Brewing Co., Philadelphia 

2:00 P.M. “Advertising and Promotion,” The Dial 
Story, Ralph Whiting, Advertising Manager, Armour 
Soap Division, Armour & Co., Chicago 

3:00 p.m. “Market Analysis and Exploration,” Toni 
Goes to Market, Irving B. Harris, Executive Vice- 
President, Toni Company, Division of Gillette Safety 
Razor Company, Chicago 


InDusTRIAL Goops 


Chairman: Alexander T. Bush, Manager, Statistical 
Analysis Department, Acme Steel Co., Chicago 

9:45 a.M. “Sales and Distribution,” Short Term In- 
dustrial Sales Forecasting, Walter E. Hoadley, Jr., 
Economist, Armstrong Cork Co., Lancaster 

10: 50 a.m. “Advertising and Promotion,” Selling Fiber- 
glas to Industry, Peter Fluge, Advertising Manager, 
Owens-Corning Fiberglas Corp., Toledo 

2:00 p.m. “Market Analysis and Exploration,” A Case 
History of Market Planning by Carnegie-Illinois 
Steel Corp., M. Dal Ghent, Assistant Manager, Com- 
mercial Research Department, Carnegie-Illinois Steel 
Corp., Pittsburgh 

3:00 P.M. “Product and Service Development,” A Case 
History on the Influence of Market Research on 
Product Design, Jerome F. Fitzsimmons, Manager, 
Commercial Research, Allis-Chalmers Manufacturing 
Co., Milwaukee 


Marketino RESEARCH TECHNIQUES 
Chairman: Peter G. Peterson, Associate Director, Mar- 
ket Facts, Incorporated, Chicago 
9:45 a.m. “The Sampling Dilemma... Which Design 
Best Fits the Problem?” 
Morris H. Hansen, Assistant Director for Statistical 
Standards, Bureau of the Census, Washington 
Lester R. Frankel, Chief Statistician, Alfred Politz 
Research, Inc., New York 
Harry V. Roberts, University of Chicago, Chicago 
2:00 P.M. “The Research Method Dilemma... Which 
One Results in the Best Prediction of Consumer 
Behavior?” 
Paul F. Lazarsfeld, Columbia University, New York 
G. Maxwell Ule, Vice President in Charge of Re- 
search, Kenyon and Eckhardt, New York 
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J. Stevens Stock, Marketing Research Consultant, 
Washington, D. C. 
Ernest Dichter, Psychological Consultant, New York 


TEACHERS’ SPECIAL SESSIONS 


8:30 A.M. ForeIGn TRADE 
Chairman: Edwin H. Lewis, University of Minnesota 
“Teaching of Foreign Trade and Export Sales Manage- 
ment,” E. R. Barlow, Harvard University, Cam- 
bridge, and E. E. Pratt, New York University, New 
York 
9:45 GENERAL SEssION For ALL TEACHERS 
Chairman: Delbert J. Duncan, Cornell University, 
Ithaca, Appraising the Marketing Curriculum in the 
Light of Present Conditions 
“The Marketing Curriculum from the Point of View of 
the Business Man,” H. L. Porter, Standard Oil Com- 
pany of Indiana 
“The Marketing Curriculum in the University at the 
Undergraduate Level,” Thomas H. Carroll, Univer- 
sity of North Carolina 
“The Marketing Curriculum in the University at the 
Graduate Level,” Walter C. Weidler, The Ohio 
State University, Columbus 
“Coordinating the Marketing Curriculum with Other 
Programs of the School and the University,” Ewald 
T. Grether, University of California 
12:00 Noon. LUNCHEON For ALL Futi-Time TEACHERS 
as Guests oF De Paut University 
2:00 P.M. GENERAL MARKETING 
Chairman: Wendell R. Smith, State University of 
Iowa, Iowa City 
“Development of the National Income Approach in 
Economics,” Francis M. Boddy, University of Minne- 
sota, Minneapolis 
“The Suitability of the National Inceme Approach to 
the Teaching of Marketing,” Melvin Anshen, In- 
diana University 
Discussants: 
Lincoln Clark, University of Tennessee, Knoxville 
Roland Vaile, University of Minnesota, Minneapolis 
Ross Trump, Washington University, St. Louis 


3:00 p.m. ConcurrENT 
GeneRAL MARKETING 


Chairman: Wendell R. Smith, State University of Iowa 

“The Place of Theory in the Teaching of Marketing,” 
Robert Bartels, Ohio State University 

Discussants 
Richard M. Clewett, Northwestern University 
Wroe Alderson, Alderson & Sessions, Philadelphia 
Charles Davisson, University of Michigan 


Marketinc RESEARCH 


Chairman: Myron S. Heidingsfield, Temple University 

“University Marketing Research Projects Which Assist 
Business Concerns,” Leonard J. Bisbing, Marquette 
University 

“The Organization and Execution of a Field Work Pro- 
gram as a Supplement to the Teaching of Marketing 
Re: :arch, Myron S. Heidingsfield, Temple University 


SALESMANSHIP 

Chairman: Richard W. Cox, De Paul University, 
Chicago 

“Psycho Drama,” John J. Kielty, Partner, Poetzinger, 
Dechert and Kielty, Chicago 

“Important People—A Buying Clinic,” Chester M. 
Kessler, Director of Sales Training, Allied Mills, Inc., 
Libertyville 

4:00 P.M. CONCURRENT SEssIONsS 

Sates MANAGEMENT 

Chairman: Ralph H. Oakes, Loyola University, New 
Orleans 

“Current Content and Method in the ‘Typical’ Basic 
Sales Management Courses: A Survey,” Kenneth B. 
Haas, Loyola University, Chicago 

“What N.S.E. Found in Its Study of Curricula for 
Sales and Sales Management,” Kenneth B. Lawyer, 
Western Reserve University 

“Progress Report on Bibliography for Sales Manage- 
ment” 
Glenn M. Merry, New York University 
Phillip McVey, Ohio University 

Open Forum 


ADVERTISING 
Chairman: Kenneth Dameron, Ohio State University 
“Education for Advertising in a Changing World” 
Discussion Leaders: 
Walter Gaw, City College of New York, New York 
Vance Chamberlin, Fenn College, Cleveland 
Kenneth Dameron, Ohio State University, Columbus 
Kenneth A. Grubb, Marketing Consultant, Washing- 
ton, D. C. 


RETAILING 
Chairman: Wenzil K. Dolva, Washington University 
“Retail Work Experience Problems,”—Academic 
Credits 
Kenneth L. Richards, Bradley University 
Donald K. Beckley, Prince School of Retailing 
When Should Experience be Obtained 
R. M. Lovejoy, Drake University 
Jennie S. Graham, University of Buffalo 
Hans E. Krusa, New York University 
Rating Methods and Grading the Experience 
Charles M. Whitlo, University of Southern California 
“Special Reports,”—Retailing Research in the Colleges 
Wenzil K. Dolva, Washington University 
Merchandising Planning Books for Teacl.ers 
Francis M. Cody, Rutgers University 
6:30 p.M. ConFERENCE BANQUET 
“Essentiality of Distribution in a Defense Economy” 
James J. Nance, President, Hotpoint, Inc. 
Presentation of National Awards 
8:00 A.M. MARKETING IN AcTion-FieLp Trips 
Chicago Board of Trade 
Industrial Surveys, Inc. 
Marshall Field and Company 
A. C. Nielsen Company 
Ryerson Steel Company 
Sears, Roebuck and Company 
Swift and Company 
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12:00 Noon. Business Meetinc LuncHEon 

“The Purpose and Function of the American Marketing 
Association, and What’s Ahead,” Everett R. Smith, 
President, The American Marketing Association, 
Research Director, MacFadden Publications, New 
York 

Reports of Your Secretary and Treasurer and of the 
Managing Editor of Your JouRNAL OF MARKETING 
followed by Open Discussion and Questions and 
Answers from Members 

2:00 p.m. Joint MEETING WITH THE AMERICAN Eco- 
nomic AssOcIATION 

Chairman: Reavis Cox, University of Pennsylvania 

“What Marketing Men Should Know About Eco- 
nomics,” Martin Bronfenbrenner, University of 
Wisconsin 

“What Economists Should Know About Marketing,” 
George H. Brown, University of Chicago 

Discussion Leaders: 
Walter E. Hoadley, Jr., Economist, Armstrong Cork 

Company, Lancaster, Pennsylvania 

Joseph M. McDaniel, Jr., Northwestern University 

4:00 P.M. Joint MEETING WITH THE AMERICAN StaTIs- 
TICAL AssOCIATION 

Measurement of Opinion 

Chairman: Samuel A. Stouffer, Harvard University 

“A New Approach to Thurstone’s Method of Scaling,” 
Frederick Mosteller, Harvard University 

“A Critical Analysis of Guttman’s Theory of Principal 
Components in Attitude Measurement,” Philip J. 
McCarthy, Cornell University 

“Implications for Factor Analysis of Lazarsfeld’s Latent 
Structure Theory,” Bert J. Green, Princeton Uni- 
versity 

Discussion Leader: 
Paul F. Lazarsfeld, Columbia University 


The Business Meeting 


President Smith opened the Business 
Meeting at luncheon on Friday, December 
29, 1951 at 12:30 P.M. He preceded the bus- 
iness session by an excellent talk entitled 
“Mobilized Marketing” which pointed up 
the challenge facing the Association and the 
marketing profession in the period to come. 

Then Mr. Smith commended all members 
of the Conference Committee for their team- 
work and individual effort in bringing about 
such a successful Conference. 

He then expressed his appreciation to the 
Board of Directors and his fellow officers for 
their assistance during the year. 

Mr. Brown then presented the Secretary’s 
Report. Following are high lights: 

1) Total membership as of December 23, 1950 


2) Individual 
3) Company members. 40 


THE FOURNAL OF MARKETING 


He reported three new chapters during the 
calendar year ending December 31, 1950: 
Central New York 
Rochester 

Dixie 

Three new chapters are in the process of 
formation at Buffalo, Des Moines, and 
Miami. 

The Association is sponsoring 68 Student 
Marketing Clubs as of December 23, 1950. 

Mr. Brown then presented the Treasurer’s 
Report for Mr. West who had to leave early 
to return to New York. 

He reported that the Association finished 
the calendar year 1950 in a healthy financial 
position with an all-time high income of 
$42,991.76 as of December 27. Expenses 
at the same time were $38,067.92. Although 
some bills were still outstanding, Mr. West 
expected the Association to finish the year 
with a surplus in the neighborhood of $4,000. 

The report stated that approximately 
one-third of the expense total goes to pay 
salaries of the capable full time paid staff 
of girls in the Central Office while another 
third goes to the JOURNAL OF MARKETING 
and the Roster. The balance goes for such 
things as Monthly Bulletin, the Chapter 
Officers’ Newsletter, printing, committee 
expenses, the Awards program, rent, postage, 
travel, office supplies, telephone, etc. 

The report stated that two budgets had 
been drawn up—one to cover the first six 
months of 1951, and a second one to cover 
the fiscal year beginning July 1, 1951 and 
ending June 30, 1952, putting into effect 
the new fiscal year voted by the membership. 
He stated that both budgets were conserva- 
tive because of the uncertainty of develop- 
ments facing us in a war economy. 

Mr. Brown also presented the JouRNAL 
OF MARKETING financial report for Mr. King 
who could not be present. The JourNAL 
finished the calendar year with total receipts 
of $15,019.33 while expenses were $12,945.42 
showing an operating gain of $2,073.91. Of 
the total operating costs 47.5% was paid by 
income earned outside the Association— 
AMA paid 52.5%. 

The new Managing Editor of the jourNAL 
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OF MARKETING, Professor Albert W. Frey, 
was introduced by President Smith, who 
went on to review the activities of some of 
the committees in brief. 

The Marketing Research Techniques Com- 
mittee is preparing a book, to be published 
by the Association, entitled ““The Frontiers 
of Marketing Research.” The Personnel and 
Placement Committee’s publication “This 
Business of Getting a Job” is in press. The 
Committee on Careers’ first monograph on 
job opportunities in market research will be 
completed during the year 1951. The Chap- 
ter Operation Manual is scheduled for pub- 
lication before June 30, 1951 and the Teach- 
ing of Sales Management Committee has 
already finished its Bibliography for Sales 
Managers. 

President Smith said the Company Mem- 
bership Committee had set a quota of 150 
new company members by June 30 which 
would make possible the paid executive di- 
rector as the first step in the broad expansion 
program planned by the Association. 

The President then told about a commit- 
tee just being formed to study the ways in 
which the Association can assist in the war 
economy. William C. Gordon of Philadelphia 
is heading this committee which will work 
closely with the Public Policy Committee 
chairmanned by ex-Prexy Huegy. 

The meeting was adjourned at 2:10. 


The Association welcomes the following 
new members who were accepted during the 
period from November 1, 1950 through 


January 31, 1951. 


Alexander, Milton 
644 Yonkers Ave., Yonkers 4, N. Y. 
Alleman, Ralph J., Jr. 
$727 North Park Ave., Philadelphia, Pa. 
Alpert, Arthur S. 
1213 Boyd St., Watertown, N. Y. 
Ault, William E., Jr. 
Nonsanto Chemical Company, 1700 South Second 
St., St. Louis 4, Mo. 
Baker, Theodore C. 
7° Somerset St., Belmont, Mass. 
Bambrick, William H. 
McCann-Erickson, Inc., 50 Rockefeller Plaza, New 
York, N. Y. 
Barab, Marvin 
Box 120, Rogers Center, Bloomington, Ind. 


Barker, C. W. 
Indiana University, Bloomington, Ind. 
Baron, Martin 
Sears, Roebuck & Co., 925 South Homan Ave., 
Chicago 7, Ill. 
Barry, Aileen M. 
McCann-Erickson, Inc., 50 Rockefeller Plaza, New 
York 20, N. Y. 
Bass, Frank M., Jr. 
6716 Plaza Dr., Houston, Tex. 
Bell, Harold V., Jr. 
National Broadcasting Co., RCA Building, 30 Rocke- 
feller Plaza, New York 20, N. Y. 
Berlin, Leon Arthur 
3908 Chestnut St., Philadelphia 4, Pa. 
Bowden, Edward R. 
333 State St., Grove City, Pa. 
Bright, Thomas F. 
The Curtis Publishing Co., Independence Square, 
Philadelphia 5, Pa. 
Brooks, John Frank 
Federal Advertising Agency, Inc., 385 Madison 
Avenue, New York 17, N. Y. 
Bruechert, Donald W. 
811 North 13th St., Manitowoc, Wis. 
Bullard, Helen 
Charles A. Rawson & Associates, 302 Whitehead 
Building, Atlanta, Ga. 
Burdick, William A. 
Rochester Chamber of Commerce, 55 St. Paul Street, 
Rochester 4, N. Y. 
Burke, Alfred D. 
15378 Northlawn, Detroit 21, Mich. 
Burns, James E. 
Webster Electric Co., 19th and DeKoven, Racine, 
Wis. 
Butler, John B. 
International Business Machine Corporation, 590 
Madison Ave., New York 22, N. Y. 
Cadwalader, Joseph B. 
1141 Cobbs St., Drexel Hill, Pa. 
Calton, Doyle L. 
School of Business, Baylor University, Waco, Tex. 
Campbell, Warren J. 
American Central Division Avco Manufacturing 
Corp., Connersville, Ind. 
Carty, Mary V. 
Nowland & Schladermundt, 205 East 42nd St., New 
York 17, N. Y. 
Cayce, D. C. 
Cayce-Yost Company, Hopkinsville, Ky. 
Chambers, Robert W. 
Lincoln-Mercury Division, Ford Motor Co., 6200 
West Warren, Detroit 32, Mich. 
Champman, Gordon J. 
Indiana University, Marketing Department, Bloom- 
ington, Ind. 
Chase, George A. 
Market Planning Department, Westinghouse Electric 
Corp., East Pittsburgh, Pa. 
Colvin, J. Walton 
212 Linden Ave., Towson 4, Md. 
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Conley, Edwin B. 
Edwin B. Conley, Management Counsel, 8 South 
Dearborn, Room 907, Chicago 6, Ill. 
Coopersmith, Henry G. 
West Disinfecting Co., 42-16 West St., Long 
Island City 1, N. Y. 
Cormack, Bruce L. 
Armour Research Foundation, 35 West 33rd St., 
Chicago 16, Ill. 
Dalrymple, Roland C. 
Dayton, N. Y. 
Del Cioppo, J. 
30 Ash St., Waterbury 4, Conn. 
DeNuccio, Jerome J. 
2208 Eureka Terr., Cincinnati 19, Ohio 
Dickerson, Hartzell Paul 
Farm Bureau Insurance Company, Columbus 15, Ohio 
Doescher, Arnold J. 
Ernst & Ernst, 231 South LaSalle St., Chicago 
Donaldson, W. Richard 
American Cyanamid Company, 30 Rockefeller Plaza, 
New York 20, N. Y. 
Dow, Louis A. 
D-13, Woodlawn Court, Bloomington, Ind. 
Dyer, John M. 
2260 S, W. 29th Ave., Miami 34, Fla. 
Ebeling, Ruth A. 
1566 Oak Ave., Evanston, Ill. 
Eberhart, George J. 
Department of Commerce, Indiana State Teachers 
College, Terre Haute, Ind. 
Einstein, A. W. 
Pennsylvania State College, Department of Econom- 
ics and Commerce, State College, Pa. 
Eisfeld, E. M. 
E. M. Eisfeld-Advertising Management, 606 Cham- 
ber of Commerce Bldg., Miami 32, Fla. 
Ellington, Charles Gilbert, Jr. 
— of Commerce, Utah State College, Logan, 
Ut 
Englet, Joseph O. 
School of Commerce, De Paul University, 64 East 
Lake St., Chicago 1, Ill. 
Fahrenholz, Charles H., Jr. 
Cutter Laboratories, Fourth & Parker Sts., Berkeley 
1, Calif. 
Fath, John G., Jr. 
Deepfreeze Appliance Division, 2301 Davis St., 
North Chicago, Ill. 
Fluke, Norris W. 
1115 College Blvd., Ashland, Ohio 
Franken, Erich 
823 Branswick Road, Baltimore 21, Md. 
Frazee, Gilford 
Bridgewater College, Bridgewater, Va. 
Fristedt, Mary G. 
Cutter Laboratories, Fourth and Parker Sts., 
Berkeley 1, Calif. 
Gambill, Robert P. 
1965 Lombardy Road, San Marino, Calif. 
Gatziolis, William T. 
Thos. J. Gatziolis & Co., 255 East South Water St., 
Chicago 1, Ill. 


Geer, J. M. 
700 Spring Road, Elmhurst, Ill. 
Giffin, James Francis 
Eastern Illinois State College, Charleston, Ill. 
Glenn, Norman W. 
National Broadcasting Company, 30 Rockefeller 
Plaza, New York 20, N. Y. 
Goddard, Judy 
Northwest Marketing Service, Inc., 154 East Erie St., 
Chicago 11, 
Goldstein, Milton 
528 Alabama Ave., Brooklyn 7, New York 
Goldwag, Elliott M. 
137 West 71st St., New York 23, N. Y. 
Green, Robert P. 
Esquire, Inc., 488 Madison Ave., New York 22, N. Y. 
Hailand, Jane M. 
S. W. Wilkerson & Associates, 2121 Land Title Bldg., 
Philadelphia 10, Pa. 
Hammond, George 
Carl Byoir & Associates, Inc., 10 East 40th St., New 
York 16, N. Y. 
Hand, Richard J. 
School of Commerce, University of Manitoba, Winni- 
peg, Canada 
Hannes, George J. 
Libbey-Owens-Ford Glass Co., 1034 Nicholas Bldg., 
Toledo 3, Ohio 
Happ, Robert G. 
6544 Oakdale, Chicago 14, Ill. 
Harlan, Eugene H. 
422 Grant, Iowa City, lowa 
Hatch, William A. 
Emery Advertising Corporation, 2 East North Ave., 
Baltimore, Md. 
Haupt, Frederic W. 
Stromberg-Carlson Company, 100 Carlson Road, 
Rochester 3, N. Y. 
Heffner, Ann T. 
Davee, Koehnlein & Keating, 1 North LaSalle St. 
Chicago 2, Ill. 
Hirst, Frank H. 
254 Runnymede Road, West Caldwell, N. J. 
Hollenback, John G. 
Department of Marketing, University of Oklahoma, 
Norman, Okla. 
Hollins, Redfern 
W. R. C. Smith Publishing Co., 806 Peachtree St., 
N.E., Atlanta, Ga. 
Hood, Robert Campbell 
Campbell-Mithun, Inc., 1370 Northwestern Bank 
Bldg., Minneapolis 2, Minn. 
Huebner, William A. 
School of Business, Fordham University, 302 Broad- 
way, New York, N. Y. 
Hughes, Leslie 
Industrial Surveys Company, 425 North Michigan 
Ave., Chicago 11, Ill. 
Hunter, Oscar 
Owens-Corning Fiberglas Corporation, P.O. Box 89, 
Santa Clara, Calif. 
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Hurley, William C. 
Department of Economics, West Virginia University, 
Morganstown, W. Va. 
lule, William 
Industrial Commodity Corp., 122 East 42nd St., 
New York 17, N. Y. 
Jaffe, Laurence J. 
Dancer-Fitzgerald-Sample, Inc., 347 Madison Ave., 
New York 17, N. Y. 
Jeter, Hobart C. 
Smith, Kline & French Labs, 1530 Spring Garden 
St., Philadelphia 1, Pa. 
Johnson, Robert Wilson 
The Carborundum Company, Buffalo Ave., Niagara 
Falls, N. Y. 
Jones, Donald S. 
6227 Hammel Ave., Cincinnati 13, Ohio 
Judd, Clarence 
Fairchild Publications Inc., 7 East 12th St., New 
York, N. Y. 
Kane, William J. 
230 Spring Valley Road, Darby, Pa. 
Kasparak, Albert R. 
Wolverine Tube Division, 1850 Guardian Bldg., 
Detroit 26, Mich. 
Keenan, Margaret R. 
J. Walter Thompson Company, 420 Lexington Ave., 
New York 17, N. Y. 
Keller, Charles Henry 
324 South Sleight St., Naperville, Ill. 
Kendall, Leon Thomas 
Box 50, Rogers Center, Bloomington, Ind. 
Kerr, Donald M. 
Vice President & Director of Trade Relations, Better 
a Magazine, 230 Park Ave., New York 17, 
King, Charles E. 
Community Chest and Council of Hennepin County, 
404 South Eighth St., Minneapolis, Minn. 
Klamon, Joseph M. 
Box 119, Skinker & Lindell, School of Business Ad- 
_— Washington University, St. Louis, 
Kobberdahl, Clyde Elroy 
1401 2nd Ave. North, Grand Forks, N. D. 
Koetting, Gerlad A. 
Lincoln Engineering Company, 5701 Natural Bridge, 
St. Louis 20, Mo. 
Krabacher, Willis A. 
4549 Anthony Ave., Cincinnati 23, Ohio 
Levine, Aaron 
Leatherarts Mfg. Co., 240 South Harlem PI., Los 
Angeles 12, Calif. 
Lissance, Daniel M. 
Facts, Inc., 270 Madison Ave., New York 17, N. Y. 
Louskos, C. S. 
National Motor Bearing Co., Inc., Broadway at 
National, Redwood City, Calif. 
Low, Frank H. 
138 Middlesex Road, Chestnut Hill, Mass. 
Lundquist, Vera M. 
"Te Business, 1615 H St., N.W., Washington 6, 


Martin, John 
E. I. Du Pont de Nemours & Co. Inc., Wilmington, 
Del. 
Martin, John S. 
Westheimer & Block, 315 North Seventh St., St. 
Lovis 1, Mo. 
Martin, William H. 
Thomas J. Lipton, Inc., 1500 Hudson St., Hoboken, 
N.J 


Mather, J. S., Jr. 
Textileather Corp., 607 Madison Ave., Toledo 3, 
Ohio 
Matthew, Milton P. 
University of Utah, Salt Lake City, Utah 
McDonough, J. K. 
Sylvania Electric Products Inc., Radio and Tele- 
vision Division, 254 Rano St., Buffalo, N. Y. 
Mehren, George L. 
Division of Agricultural Economics, University of 
California, 207 Giannini Hall, Berkeley, Calif. 
Miller, Carl B. 
Marshall College, 4th Ave. at 16th St., Huntington 1, 
W. Va. 
Miller, D. Thomas 
American Broadcasting Co., 20 North Wacker Dr., 
Chicago 6, Ill. 
Moeser, Lyle M. 
4746 North Idewild Ave., Milwaukee 11, Wis. 
Monahan, Robert C. 
Cutler-Hammer, Inc., 315 North 12th St., Mil- 
waukee 1, Wis. 
Moore, Robert F. 
9312 Ashton, Detroit 28, Mich. 
Morgan, Wayne H. 
University of Utah, Salt Lake City, Utah 
Muenchen, Herman J. 
Tapco Associates, Inc., 30 West Wash. St., Chicago, 
Ill. 
Niessen, Leonard P. 
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Apartment 619, 1515 Ogden St., N.W., Washington 
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30 Harriet Dr., Box 345, Princeton, N. J. 
Polak, John A. 
De Montreville, Ludvigh Road, Bardonia, N. Y. 
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Quincy, Ross F. 
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Richard’s 1 North East 1st St., Miami 30, Fla. 
Shapiro, Joseph L. 
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Chicago 6, Ill. 
Sherman, Leonard M. 
United Shoe Machinery Corp., 140 Federal St., Bos- 
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You can relax when 
Selling Research is on the 
job! Your confidential re- 
ports on the current over- 
the-counter movement of 
your own or competitive | 
products are ready for 
action months ahead of 
the “‘regular channels.” 


A “must” sales tool 
used by leading manu- | 
facturers in the drug, gro- 
cery, pharmaceutical, toi- 
letry, confectionery and { 
beverage fields! ay 


88 TEST CITIES 


Complete  pretests: 
Copy, Point-of-sale, 
Merchandising Plans, 
New Packages, Media, 
New Products. 
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Volume 46 
AMERICAN STATISTICAL ASSOCIATION Number 253 


ARTICLES 


The Influence of Statistical Methods for Seems Workers on the Development of the Science of Statistics 

The Fisherian Revolution in Methods of Experimentation ............... 
R. A. Fisher’s Statistical Methods for Research Workers ....00.ccceeccecceees secsecsees Kenneth Mather 
The Kolmogorov-Smirnov Test for Goodness of Fit .........ccccecccccececcceeees Frank J. Massey, Jr. 
A Large Sample t-Statistic Which is Insensitive to Sen John E. Walsh 
A Short-Cat Measure of Correlation William A. Spurr 
Sampling with Probabilities Proportional to Size Nathan Keyfitz 
A Source of Bias in One of the Samples of the 1950 Comme 06006600050 4560008000860% Peter O. Steiner 
The Distribution of Blocks in an Uncongested Stream of Automobile Traffic . obesesaesneen Morton S. Raff 
Willard Phillips, A Predecessor of Paasche in Index Number Formulation .............. Roy W. Jastram 
BOOK REVIEWS by John H. Cover, Walter Firey, Walter D. Fisher, Philip G. Fox, Lester F. Frankel, 

Thornton C. Fry, L. J. Savage, Rutledge Vining, A. M. Weimer, and J. F. Weston ...........-+++ 


PUBLICATIONS RECEIVED 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 


3. Application of statistical methods to practical problems 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLI March, 1951 
Articles: 
E. S. Shaw and Tar 
Proceedings on Economic Mobilization 
Discussion 
Economists’ Statement on Anti-Inflationary Measures 
On the Measurement of Income R. Schutz 
The Distorting Effects of Direct Taxation ......... Eli Schwartz A. Moore 
Communications: 
Anatol Murad 


Reviews of Books, Titles of New Books, Periodicals, Notes 
The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 


Economic Association and is sent to all members. The annual dues are $6.00. Address editorial communica- 
tions to Dr. Paul T. Homan, Mana; ing Editor, American Economic Review, University of California, 405 
Hilgard Ave., Los Angeles 24, California; for’ information concerning other publications and activities of 


the Association, communicate ‘with the Secretary-Treasurer. Dr. James Washi Bell, Amesi Ec 
nomic Association, Northwestern University, Seansten, Illinois. 


nd for information 
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Your “ACE IN THE HOLE” 
for Marketing Research Tabulations... 


With the largest and most diversified independent punched card 
tabulating service in the country, STATISTICAL can give you the 
personal service you want on marketing research tabulations. 
Coding and editing, punching, verification, preparation of tables, 
tabulating, percentaging, and typing—every phase of the job is 
handled quickly and accurately—without your having to bother 
with hiring and training or worry about equipment standing idle, 
overtime, etc. 

In any emergency, and for your regular requirements, you'll 
find this experienced organization your ‘‘ace in the hole’’ for 
marketing research tabulations. Phone or write our nearest office 
for full details. 


STATISTICAL TABULATING COMPANY 


Chicago 4, Ill., 53 West Jackson Blud. — Phone HA 7-2700 + New York 4, N.Y., ‘89 Broad St. — 
Phone WH 3-8383 + Newark 2, N. J., National Newark Bldg. — Phone MA 3-7636 
St. Louis 1, Mo., 411 North Tenth Street — Phone CH 5284 
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Yew Books and Forthcoming 


SALES MANAGEMENT: Policies and Procedures 
By DUDLEY.M. PHELPS, University of Michigan 


Here is a comprehensive and well-integrated textbook for courses in sales management, mar- 
keting management, and advanced marketing. It deals realistically with the management 
problems which must be solved by sales executives responsible for the marketing of products 
at the manufacturing and wholesale levels. The book opens with a stimulating discussion of 
the field of sales management and of its growing importance. This is followed by two major 
sections dealing with planning and developing the basic product and with the preliminary 
steps essential to successful promotion of the product. Included in these sections are discus- 
sions of product and market testing, constitution of a line of products, brands and trademarks, 
packaging and labelling, and warranty and service policies. In succeeding sections attention 
is directed to pricing policies and price determination, investigating the market, planning the 
sales effort, management of sales and service personnel, and control of sales operations. Special 
chapters are devoted to sales programs and sales campaigns, recruitment and selection of 
personnel, development of a sales training program, evaluation of salesmen’s performance, 
compensation of personnel, sales analyses and sales records, and costing sales activities. Recent 
marketing legislation receives attention. Cases, questions, and problems for each chapter are 
included and a complete Solutions Manual will be available to adopters. 


JUST PUBLISHED! 


SALESMANSHIP: Principles and Methods 


By CARLTON A. PEDERSON, Stanford University and 
MILBURN D. WRIGHT, San Jose State College 


Included among many early adopters of this new book are Arizona State College, Boston 
University, Bryant College, Golden Gate College, San Diego State College, San Jose State 
College, University of Arkansas, University of Iowa, and others. Through text, cases, and 
illustrations from sales manuals, this book covers the principles of modern selling and the 
current practices of major national companies. It shows, unmistakably, the important role 
played by the salesman in the total marketing process, and it deals with the kind of selling 
that requires him to be an advisor, counselor, or consultant to his clientele. Among the topics 
discussed are: the salesman’s job and his qualifications; what the salesman should know about 
his company, his products, his customers; how to plan and deliver effective sales presentations; 
how to build company goodwill; and the opportunities that exist in the field of sales manage- 
ment. A special feature of the book is a case study of a salesman from the time he is inter- 
viewed through three years of selling experience. There are 27 other cases and 190 questions 
and problems. Objective tests have been prepared for use with the book and a complete 
Teacher’s Manual containing supplementary teaching materials and the answers to the ques- 
tions, problems, and cases is available to adopters of the text. 


562 pages, College Price $5.00 


SEND FOR YOUR 


RICHARD D. 


3201 SOUTH 
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for 1951 


READY JULY 1 NEW THIRD EDITION 


RETAILING: Principles and Methods 


By DELBERT J. DUNCAN, Cornell University and CHARLES F. 
PHILLIPS, Bates College 

This new Third Edition brings up to date the most 
widely adopted retailing text ever published. More 
than 350 colleges and universities used the Revised 
Edition. Some of the changes which serve to make 
the Third Edition even more teachable than its 
predecessors include the following: an expanded 
discussion of the small- and medium-sized stores; 
increased emphasis upon pricing problems (now 
covered in two chapters instead of one); and the 
treatment of retail expenses from the standpoint of 
control, rather than pure description as in the past. 
Another brand-new feature is a complete Teacher's 
Manual containing the answers to all chapter ques- 
tions and problems, a separate series of questions, 
problems and cases, and detailed suggestions for 
handling the small store problems. 

700 pages, College Price $5.50 


READY JULY 1 NEW THIRD EDITION 


MARKETING BY 
MANUFACTURERS 


Edited by CHARLES F. PHILLIPS, Bates College 


Here is another new edition of a widely used mar- 
keting textbook. In addition to being completely 
up to date in ideas and statistics, including data 
from the latest census, it presents several major 
changes which will improve its usefulness. These 
changes include the addition of three new chapters 
on marketing policies and research, two chapters on 
product development, three chapters covering the 
sales program, and a chapter treating the control of 
marketing operations. Other changes are the inclu- 
sion of sub-titles to aid the reader and an appendix 
that provides a check list for introducing industrial 


goods. 
740 pages, College Price $5.50 


..... And a Standard 
MARKETING TEXT with 
over 250 ADOPTIONS 


MARKETING 


PRINCIPLES AND METHODS 


By CHARLES F. PHILLIPS Bates Col- 
lege, and DELBERT J. DUNCAN, 
Cornell University 


There are many reasons for the 
widespread popularity of this 
book and for its classroom 
adoption in more than 250 col- 
leges and universities through- 
out the country. Among them 
are: its consumer approach to 
the subject; the fact that it 
combines descriptive and fact- 
ual information and interprets 
this material through economic 
analysis; and its excellent or- 
ganization and style of writ- 
ing which makes it extreme- 
ly readable and teachable. Ex- 
cellent references are provided 
throughout the book and 
thought-provoking questions 
and problems are included for 
each chapter. A complete 
Teachers Manual contains sug- 
gested course outlines, answers 
to the questions and problems, 
and additional testing materi- 
als, and is available to adopters. 


739 pages, College Price $5.50 


EXAMINATION COPIES 


IRWIN, INC. 


MICHIGAN AVE. 
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In order that its corporate title 
will include the names of the men in 


charge during the past three years, 


GOULD, BROWN & SUMNEY, INC. 


Announces a change of name to: 


GOULD, GLEISS & BENN, INC. 


Effective February 1, 1951 


No changes in personnel or policy have been 
made and our executive staff remains as follows: 


HOWARD L. BENN HENRY O. GLEISS DONALD J. GOULD 
President Vice President Vice President 


DR. WILLIAM MADOW DR. CHARLES DEWEY ROBERT KOCH 
Consulting Statistician Consulting Psychologist Southeastern Manager 


MONROE L. A. STANLEY ROBERT GRAEF 
MENDELSOHN BERGLUND Field Manager 
Southwestern Manager Office Manager 


CHICAGO . 321 PLYMOUTH COURT WABASH 2-7604 
DETROIT 600 MICHIGAN BLDG. ................... WOODWARD 2-7427 


MARKETING CONSULTANTS — MARKET RESEARCH — SALES ANALYSIS — SALES PLANNING 
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Questionnaires for 
Research on Markets, 


Products, 
Public Relations, 
and Industrial Relations 


* 


Magazine Circulations, 
Radio Network 
Coverages 


* 


Marketing Indices, 
Sales Potentials 


* 


Readership Studies 
for Magazines, 


When you're 
behind 


tabulating work 


Take a cue from other advertising agencies, publishers ond radio 
people: 
Let us serve as your own specialized department for tabulating 


statistical information. 

We have a well-trained staff of experienced operators, and a large 

and complete installation of the latest high-speed alphabetic and 
machines. 


numeric punch-card tabulating 
Why net call us in now to discuss those old and new assignments? 


Recording and Statistical 


Corporation 
BOSTON DETROIT MONTREAL 
100 Sixth Avenue, New York 13, N. Y. 
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fAARKETING RESEARCH 

By Exnest S. Braprorp, Manhattan College. 379 pages, $5.00 . 
Discusses the principles and procedures employed in successful marketing research. Trea aot 
the basic elements such as how to analyze products and services, how to determine the cham 


acter and volume of consumer demand, and what channels to use in order to get the prodiigl | 
e0r service to market. Emphasis throughout is on securing and presenting marketing dati 


ADVERTISING PSYCHOLOGY AND RESEARCH—An Introductory Book 
By Darrete B. Lucas, New York University, and Steuart Henpersow Bartt, 
Erickson, Inc. 765 pages, $6.50 
An authoritative text for students of psychology and advertising, Both authors are psy af 
chologists working in the field of advertising who have drawn upon their psychological 
knowledge and everyday work as practitioners in the use of psychological methods in a@ 
: vertising. This book is unusual, since it combines psychological principles with extensive 
2. application of practical research methods. 
FOOD MARKETING 
Edited by Paut Sayres, President, Paul Sayres Company, Inc., New York. 335. pageal : 
$5.00 
Seeks to give the reader a broad understanding of the food industry. Twenty-two leadets of 
the country’s major food manufacturing and distributing companies and trade association® 
deScribe the behind-the-scenes story of many food marketing operations. In clear, concise 


language each contributor presents a frank and searching analysis of the complexities of hig 
particular field. 


SUCCESSFUL RADIO AND TELEVISION ADVERTISING | 
By Eucene F. University of Minnesota, and-J. W. Laemmar; J. 
Thompson Company. 574 pages, $6.50 ; 


"A thorough, well-organized text for college students, this book explains the basic principlgg 
© Of successful radio and television advertising and gtves the student a comprehensive ape 
Preciation and understanding of the American system of commercial radio. 


ADVERTISING MEDIA 
| By Ep Brennen, New York representative for Better Homes and Gardens. In press 


ee Ne excellent presentation designed to give both students and professional advertising met 
. ie | thorough understanding of the functioning of the major forms of advertising media, a8 
wellas effective methods and means of buying and selling space and time. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
330 WEST 42no STREET, NEW YORK 18, N. Y. 
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